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THE FUTURE OF THE CHILDREN’S HEALTH 
INSURANCE PROGRAM 


WEDNESDAY, DECEMBER 3, 2014 

House of Representatives, 

Subcommittee on Health, 
Committee on Energy and Commerce, 

Washington, DC. 

The subcommittee met, pursuant to call, at 10:16 a.m., in room 
2322 of the Rayburn House Office Building, Hon. Joe Pitts (chair- 
man of the subcommittee) presiding. 

Members present: Representatives Pitts, Burgess, Shimkus, Mur- 
phy, Gingrey, McMorris Rodgers, Lance, Guthrie, Griffith, Bili- 
rakis, Ellmers, Barton (ex officio), Pallone, Engel, Capps, Mathe- 
son. Green, Barrow, Castor, and Waxman (ex officio). 

Staff present: Sydne Harwick, Chief Counsel, Energy and Com- 
merce; Chris Sarley, Policy Coordinator, Environment and Econ- 
omy; Heidi Stirrup, Health Policy Coordinator; Josh Trent, Profes- 
sional Staff Member, Health; Michelle Rasenberg, GAO Detailee; 
Ziky Ababiya, Democratic Staff Assistant; Kaycee Glavich, Demo- 
cratic GAO Detailee; Amy Hall, Democratic Senior Professional 
Staff Member; Debbie Letter, Democratic Staff Assistant; and 
Karen Nelson, Democratic Deputy Committee Staff Director for 
Health. 

OPENING STATEMENT OF HON. JOSEPH R. PITTS, A REP- 
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH 

OF PENNSYLVANIA 

Mr. Pitts. The subcommittee will come to order. Chair will rec- 
ognize himself for an opening statement. 

In 1992, as a member of the state House of Representatives, I 
was proud to vote to create Pennsylvania’s Children’s Health Insur- 
ance Program, known as PA CHIP. 

In 1997, Congress created the federal CHIP program, which was 
partially based on Pennsylvania’s successful model. CHIP is a 
means-tested program designed to cover children and pregnant 
women who make too much to qualify for Medicaid, but may not 
have access to purchase affordable private health insurance. 

Most recently, the Affordable Care Act reauthorized CHIP 
through fiscal year 2019, but the law only provided funding for the 
program through September 30, 2015. 

CHIP has historically enjoyed bipartisan congressional support, 
and it is widely seen as providing better care than many state 
Medicaid programs. 


( 1 ) 



2 


Moving forward, Congress should be thoughtful and data-driven 
in our approach. The last time Congress methodically reviewed the 
CHIP program was in 2009 with the Children’s Health Insurance 
Program Reauthorization Act, or CHIPRA. Clearly, since that time, 
the Affordable Care Act has changed the insurance landscape sig- 
nificantly. Provisions of the program which may have made sense 
prior to the ACA might no longer be necessary. Other changes may 
need to be made as well. 

Like many of my colleagues, I believe we need to extend funding 
for this program in some fashion. If we do not, current enrollees 
will lose their CHIP coverage and many will end up in Medicaid 
and on the exchanges — programs which may offer poorer access to 
care or higher cost-sharing for lower-income families. Some will 
lose access to insurance altogether. At the same time, we should 
ensure the program complements, rather than crowds out, private 
health insurance. We should also ensure CHIP is a benefit that is 
targeted to those who are most vulnerable, rather than one that ef- 
fectively subsidizes coverage for upper-middle-class families. 

It is important that we think carefully about this important pro- 
gram. While program funding does not run out until September 
2015, governors and state legislatures across the country will start 
to assemble their budgets as soon as January. Accordingly, the 
committee is very aware that states need certainty sooner rather 
than later in their budgetary planning process, and that is why 
Chairman Upton and Ranking Member Waxman, along with their 
Senate counterparts, engaged governors earlier this year to request 
their perspective on the program. And that is why we are hearing 
from witnesses in our hearing today. 

So I look forward to hearing from our witnesses on the current 
state of CHIP as we consider the data they will provide, and evalu- 
ate proposals that will keep the program strong into the future. 

[The prepared statement of Mr. Pitts follows:] 

Prepared statement of Hon. Joseph R. Pitts 

The subcommittee will come to order. 

The chair will recognize himself for an opening statement. 

In 1992, as a member of the state House of Representatives, I was proud to vote 
to create Pennsylvania’s Children’s Health Insurance Program, known as PA CHIP. 

In 1997, Congress created the federal CHIP program, which was partially based 
on Pennsylvania’s successful model. CHIP is a means-tested program designed to 
cover children and pregnant women who make too much to qualify for Medicaid, but 
may not have access to purchase affordable private health insurance. 

Most recently, the Affordable Care Act reauthorized CHIP through FY2019, but 
the law only provided funding for the program through September 30, 2015. 

CHIP has historically enjoyed bipartisan congressional support, and it is widely 
seen as providing better care than many state Medicaid programs. 

Moving forward, Congress should be thoughtful and data-driven in our approach. 
The last time Congress methodically reviewed the CHIP program was in 2009 with 
the Children’s Health Insurance Program Reauthorization Act, or CHIPRA. 

Clearly, since that time, the Affordable Care Act has changed the insurance land- 
scape significantly. Provisions of the program which may have made sense prior to 
the ACA might no longer be necessary. Other changes may need to be made as well. 

Like many of my colleagues, I believe we need to extend funding for this program 
in some fashion. If we don’t, current enrollees will lose their CHIP coverage and 
many will end up in Medicaid and on the exchanges — programs which may offer 
poorer access to care or higher cost-sharing for lower-income families. Some will lose 
access to insurance altogether. 
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At the same time, we should ensure the program complements — rather than 
crowds out — private health coverage. We should also ensure CHIP is a henefit that 
is targeted to those who are most vulnerable — rather than one that effectively sub- 
sidizes coverage for upper-middle-class families. 

It’s important that we think carefully about this important program. While pro- 
gram funding does not run out until September 2015, governors and state legisla- 
tures across the country will start to assemble their budgets as soon as January. 

Accordingly, the committee is very aware that states need certainty sooner rather 
than later in their budgetary planning process. That’s why Chairman Upton and 
Ranking Member Waxman, along with their Senate counterparts, engaged gov- 
ernors earlier this year to request their perspective on the program. 

And that’s why we’re hearing from witnesses in our hearing today. So, I look for- 
ward to hearing from our witnesses on the current state of CHIP as we consider 
the data they will provide and evaluate proposals that will keep the program strong 
into the future. 

I yield the remainder of my time to Rep. . 

Mr. Pitts. And I yield the remaining time to Dr. Burgess. 

Mr. Burgess. Thank you, Mr. Chairman. I appreciate you yield- 
ing the time. Just before I deliver my opening statement, I want 
to say this may be my last time to serve as your vice chair of the 
subcommittee, and I have certainly enjoyed our time together the 
last two terms, and it has been a great honor of mine to have been 
of service to this subcommittee. I won’t be leaving the sub- 
committee altogether, but I just won’t be vice chairman in the up- 
coming term. 

And I am happy to be here this morning to talk about the Chil- 
dren’s Health Insurance Program. It is an important issue in our 
Nation’s healthcare. It is probably one of the most important that 
we will take up over the next year, both nationally and in the indi- 
vidual states. I thank you for recognizing that states do have an 
obligation to generate their budgets early in the next calendar 
year, and Texas, in fact, will do a budget for the next 2 years, so 
they do one for the biennium, so it is important that they have the 
availability of the information about this program going forward as 
they grapple with those budgetary issues. 

One of the program’s greatest strengths is it does provide needed 
flexibility to states, including program and benefit design and dif- 
ferent levels of cost sharing. It has allowed for creativity and effi- 
ciency in the program, but it also means that each state will be af- 
fected differently if the program loses funding at the end of the fis- 
cal year. 

I think we can all agree that the health of our country’s children 
requires our continuous attention, and in particular, kids with spe- 
cial needs. I am anxious to learn more about how this impacts 
Texas and my constituents. It is vital that we learn what the land- 
scape for this program looks like in a post-ACA world. We need an 
accurate picture about the path forward for what CHIP might look 
like going forward, and ways that Congress can be helpful. 

Mr. Burgess. And I will yield back to the chairman. 

Mr. Pitts. And the chair thanks the gentleman, and again 
thanks him for his service to the subcommittee. We still have two 
more subcommittee hearings next week so I will keep you busy. 

And with that, I would like to congratulate our ranking member, 
Mr. Pallone, for moving up to ranking member of the full com- 
mittee. Looking forward to working with you in that regard, and 
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appreciate having to have been work closely with you the last 4 
years as ranking memher. 

So with that, Mr. Pallone, you are recognized for 5 minutes. 

OPENING STATEMENT OF HON. FRANK PALLONE, JR., A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW JER- 
SEY 

Mr. Pallone. Thank you, Chairman Pitts, and I certainly have 
appreciated working with you. It has been very easy to work with 
you on a bipartisan basis on so many initiatives that actually have 
been passed and been signed into law, and I actually asked Dr. 
Burgess yesterday if he was still going to be on the subcommittee, 
because I heard that he was going to be chairman of one of the 
other subcommittees, and he said, yes, he still expected to be on 
the subcommittee. So I was glad to hear that as well. 

I wanted to thank you. Chairman, for having this hearing today, 
and I very much look forward to making progress toward ensuring 
the continued success of CHIP. It is a vital program that provides 
coverage to 8.1 million low-to-moderate-income children throughout 
the Nation who are unable to afford or not eligible for other forms 
of coverage. And without congressional action, funding for the pro- 
gram will expire next year. This would inevitably lead to gaps in 
coverage for some, and lack of coverage for many others, so we 
must have a conversation now about providing funding as soon as 
possible. 

In fact, I would urge my colleagues to consider an extension dur- 
ing the lame duck to ensure predictability to the many states that 
have come to rely and appreciate the CHIP program. I don’t think 
any would argue that CHIP should not be extended, so let’s just 
get it done. 

Now, you said CHIP was created, it is true, in a Republican-con- 
trolled Congress in 1997 as a joint federal-state undertaking so 
that states could help determine how best to design and administer 
their own programs, and ever since, it has traditionally enjoyed bi- 
partisan support. And this historic support from both sides of the 
aisle was reflected in the responses to Chairman Upton and Rank- 
ing Member Waxman’s recent letter to the Nations’ governors, 
across red and blue states, including some that did and some that 
did not proactively implement the ACA, governors overwhelmingly 
support the extension of CHIP funding. 

I have a bill, H.R. 5364, the CHIP Extension and Improvement 
Act of 2014, that would achieve this purpose while also instituting 
reforms that would enable states to eliminate administrative bur- 
dens and increase the quality of care. By funding the program 
through 2019, we would provide states with more time to plan for 
the future, putting them in a better position to ensure that there 
are no disruptions, and affor dance and comprehensive coverage for 
those families who depend on the program. Furthermore, the con- 
sequences of this coverage are far-flung. Not only do state govern- 
ments depend on this funding, it would also support economic ac- 
tivities stemming from providers who provide care to children, as 
well as mothers who are able to keep themselves and their children 
health, and thus, won’t need to take time off from work in order 
to care for their sick children. 
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In New Jersey, over 800,000 children are served by New Jersey 
Family Care, which is funded by CHIP, and for these families, get- 
ting coverage on the private market is still out of reach, a senti- 
ment that is supported by both the GAO and MACPAC, who have 
shown that even with cost-sharing, CHIP is the most affordable 
and comprehensive form of coverage for these children, especially 
those with complex health needs. And this is true for the millions 
of American families who rely on the program, so I hope that my 
colleagues will join me in supporting action this lame duck to fund 
CHIP for the next 4 years. 

Mr. Pallone. Did anyone else want any time on our side, do we 
know? I guess not. 

I yield back, Mr. Chairman. Thanks again. 

Mr. Pitts. The chair thanks the gentleman. 

Mr. Pallone. Mr. Chairman, can I ask unanimous consent to 
enter into the record written statements which I believe you have 
from Families USA and the American Academy of Pediatrics? 

Mr. Pitts. All right, and we have given this to you as well, a 
joint letter from the U.S. Conference of Catholic Bishops, Catholic 
Health Association of U.S. — Catholic Charities USA, to add to that 
UC request. 

Without objection, so ordered. 

[The information appears at the conclusion of the hearing.] 

Mr. Pitts. On our panel — and all Members’ written opening 
statements are being made part of the record. On our panel today 
we have Ms. Evelyne Baumrucker, Analyst in Healthcare Financ- 
ing, for the Congressional Research Service; Ms. Alison Mitchell, 
Analyst in Healthcare Financing, Congressional Research Service; 
Ms. Carolyn Yocom, Director, Health Care, U.S. Government Ac- 
countability Office; and Dr. Anne Schwartz, Executive Director, 
Medicaid and CHIP Payment and Access Commission, MACPAC. 

Thank you for coming. You will each be given 5 minutes to sum- 
marize your testimony. Your written testimony will be placed in 
the record. 

And, Ms. Baumrucker, we will start with you. You are recognized 
for 5 minutes for your opening statement. 

Mr. Waxman. Mr. Chairman 

Mr. Pitts. I am sorry 

Mr. Waxman. Yes. 

Mr. Pitts [continuing]. I didn’t notice you come in. We have the 
ranking member, before you begin. 

Chair recognizes the ranking Member, Mr. Waxman, 5 minutes 
for his opening statement. 

OPENING STATEMENT OF HON. HENRY A. WAXMAN, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI- 
FORNIA 

Mr. Waxman. Thank you very much, Mr. Chairman. 

There is another subcommittee having a hearing at the same 
time as ours here, and so I am sorry I am late, but thank you for 
this courtesy to me. 

Today’s hearing is about the Children’s Health Insurance Pro- 
gram. This is a rare program in Washington that has enjoyed bi- 
partisan support since its inception in 1997, and I am pleased that 
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the committee is again proceeding in a bipartisan fashion; first 
with our letter to the governors, and now with this hearing. 

I strongly support an additional 4 years of funding for the CHIP 
program. The evidence both from the state letters and independent 
research shows that CHIP provides both benefit and cost-sharing 
protections that are critical for children, but are not guaranteed in 
the new health marketplaces or employer-sponsored coverage. For 
the peace of mind of families, and ease of administration and cer- 
tainty for states, I believe that a longer period allows for needed 
stability. That is why I cosponsored Ranking Member Pallone’s 
Bill, H.R. 5364, that would provide 4 years of funding, and also 
give states flexibilities to make important program improvements, 
like making express lane eligibility a permanent option for states 
looking to reduce bureaucracy and improve the enrollment process. 
I hope that our colleagues on both sides of the committee — the aisle 
in this committee will give the bill a serious look. It is balanced 
and fair, and there is a lot to look for both states and beneficiaries. 

CHIP is only one piece of the healthcare system for children. 
Medicaid covers more than four times the number of children that 
CHIP does; 38 million in all, and with the new marketplaces and 
delivery system reform initiatives, such as medical homes, there 
are many positive developments to improve care for children. 

We have reduced uninsurance to a record low among children, 
but there is more work to be done. No matter where a child re- 
ceives coverage, we need to ensure that it is comprehensive, child- 
focused, and affordable for all families. 

I want to also take a moment to honor one of the original authors 
of the CHIP program. Senator Jay Rockefeller, who is retiring this 
year. Senator Rockefeller fought tirelessly to get the CHIP program 
established, he fought tirelessly again to defend the program, and 
strengthen it during its reauthorization. Millions of children have 
better lives because of his work, and I know that he hoped to see 
the program put on a stable funding path prior to his retirement 
at the end of this Congress, and I would like to have his statement 
on the CHIP program inserted into the record for this hearing. 

Mr. Pitts. And without objection, so ordered. 

[The information appears at the conclusion of the hearing.] 

Mr. Waxman. Thank you, Mr. Chairman. Yield back the balance 
of my time. 

Mr. Pitts. Chair thanks the gentleman. 

Now we will go to our witnesses, and we will start with Ms. 
Baumrucker, 5 minutes for an opening statement. 

STATEMENTS OF EVELYNE BAUMRUCKER, HEALTH FINANC- 
ING ANALYST, CONGRESSIONAL RESEARCH SERVICE; ALI- 
SON MITCHELL, HEALTH CARE FINANCING ANALYST, CON- 
GRESSIONAL RESEARCH SERVICE; CAROLYN YOCOM, DIREC- 
TOR, HEALTH CARE, GOVERNMENT ACCOUNTABILITY OF- 
FICE; AND ANNE SCHWARTZ, PH.D., EXECUTIVE DIRECTOR, 
MEDICAID AND CHIP PAYMENT AND ACCESS COMMISSION 

STATEMENT OF EVELYNE BAUMRUCKER 

Ms. Baumrucker. Chairman Pitts, Ranking Member Pallone, 
and members of the subcommittee, thank you for this opportunity 
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to appear before you on behalf of the Congressional Research Serv- 
ice. My name is Evelyne Baumrucker, and I am here to provide an 
overview of the State Children’s Health Insurance Program. My 
colleague, Alison Mitchell, will address CHIP financing and the Pa- 
tient Protection and Affordable Care Act Maintenance of Effort for 
Children. 

CHIP is a means-tested program that provides health coverage 
to targeted low-income children and pregnant women, in families 
that have annual income above Medicaid eligibility levels, but have 
no health insurance. CHIP is jointly financed by the Federal Gov- 
ernment and the states, and is administered by the states. In fiscal 
year 2013, CHIP enrollment totaled 8.4 million, and federal and 
state expenditures totaled $13.2 billion. CHIP was established as 
a part of the Balanced Budget Act of 1997 under a new Title XXI 
of the Social Security Act. Since that time, other federal laws have 
provided additional funding and made significant changes to CHIP. 
Most notably, the Children’s Health Insurance Program Reauthor- 
ization Act of 2009 increased appropriation levels, and changed the 
federal allotment formula, eligibility and benefit requirements. 

The ACA largely maintains the current CHIP structure through 
fiscal year 2019, and requires states to maintain their Medicaid 
and CHIP child eligibility levels through this period as a condition 
of receiving Medicaid federal matching funds. However, the ACA 
does not provide federal CHIP appropriations beyond fiscal year 
2015. 

State participation in CHIP is voluntary, however, all states, the 
District of Columbia, and the territories, participate. The Federal 
Government sets basic requirements for CHIP, but states have the 
flexibility to design their own version within the Federal Govern- 
ment’s basic framework. As a result, there is significant variation 
across CHIP programs. Currently, state upper income eligibility 
limits for children range from a low of 175 percent of the federal 
poverty level, to a high of 405 percent of FPL. In fiscal year 2013, 
the federal poverty level for a family of four was equal to $23,550. 
Despite the fact that 27 states extend CHIP coverage to children 
in families with income greater than 250 percent of the federal pov- 
erty level, fiscal year 2013 administrative data show that CHIP en- 
rollment is concentrated among families with annual incomes at 
lower levels. Almost 90 percent of child enrollees were in families 
with annual income at or below 200 percent of FPL. 

States may design their CHIP programs in three ways: a CHIP 
Medicaid expansion, a separate CHIP program, or a combination 
approach where the state operates a CHIP Medicaid expansion and 
one or more separate CHIP programs concurrently. As of May 
2014, the territories, the District of Columbia, and seven states 
were using CHIP Medicaid expansions; 14 states operated separate 
CHIP programs; and 29 states used a combination approach. In fis- 
cal year 2013, approximately 70 percent of CHIP program enrollees 
received coverage through separate CHIP programs, and the re- 
mainder received their coverage through a CHIP Medicaid expan- 
sion. 

CHIP benefit coverage and cost-sharing rules depend on program 
design. CHIP Medicaid expansions must follow the federal Med- 
icaid rules for benefits and cost sharing, which entitles CHIP en- 
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rollees to Early Periodic Screening, Diagnostic and Treatment 
(EPSDT) coverage, effectively eliminating any state-defined limits 
on the amount, duration, and scope of any benefit listed in Med- 
icaid statute, and exempts the majority of children from any cost 
sharing. For separate CHIP programs, the benefits are permitted 
to look more like private health insurance, and states may impose 
cost sharing, such as premiums or enrollment fees, with a max- 
imum allowable amount that is tied to family income. Aggregate 
cost sharing under CHIP may not exceed 5 percent of annual fam- 
ily income. Regardless of the choice of program design, all states 
must cover emergency services, well baby, and well childcare, in- 
cluding age-appropriate immunizations and dental services. If of- 
fered, mental health services must meet the federal mental health 
parity requirements. 

As we begin the final year of federal CHIP funding under the 
CHIP statute. Congress has begun considering the future of the 
CHIP program, and exploring alternative policy options. The health 
insurance market is far different today than when CHIP was estab- 
lished. CHIP was designed to work in coordination with Medicaid 
to provide health insurance to low-income children. Before CHIP 
was established, no federal program provided health coverage to 
children with family annual incomes above Medicaid eligibility lev- 
els. The ACA further expanded options for some children in low- 
income families with incomes at or above CHIP-eligibility levels by 
offering subsidized coverage for insurance purchased through the 
health insurance exchanges. Congress’ action or inaction on the 
CHIP program may affect health insurance options and resulting 
in coverage for targeted low-income children that are eligible for 
the current CHIP program. 

This concludes my statement. CRS is happy to answer your ques- 
tions at the appropriate time. 

[The prepared statement of Ms. Baumrucker follows:] 
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State participation in CHIP is voluntary. However, all states, the District of Columbia, and the 
territories participate. The federal government sets basic requirements for CHIP, but states have 
the flexibility to design their own version within the federal government’s basic framework. As a 
result, there is significant variation across CHIP programs. Currently, state upper-income 
eligibility limits for children range from a low of 175% of the federal poverty level to a high of 
405% of FPL (in FY2013, the federal poverty level for a family of four was equal to $23,550). 
Despite the fact that 27 states extend CHIP coverage to children in families with annual income 
greater than 250% FPL, FY2013 administrative data show that CHIP enrollment is concentrated 
among families with annual income at lower levels. Almost 90% of CHIP child enrollees were in 
families with annual income at or below 200% FPL. 

States may design their CHIP programs in three ways: a CHIP Medicaid expansion, a separate 
CHIP program, or a combination approach where the state operates a CHIP Medicaid expansion 
and one or more separate CHIP programs concurrently. As of May 2014, the territories, the 
District of Columbia, and seven states were using CHIP Medicaid expansions; 14 states operated 
separate CHIP programs; and 29 states used a combination approach. In FY2013, approximately 
70% of CHIP program enrollees received coverage through separate CHIP programs and the 
remainder received coverage through a CHIP Medicaid expansion. 

CHIP benefit coverage and cost-sharing rules depend on program design. CHIP Medicaid 
expansions must follow the federal Medicaid rules for benefits and cost sharing, which entitles 
CHIP enrollees to Early and Periodic Screening, Diagnostic, and Treatment (EPSDT) coverage 
effectively eliminating any state-defined limits on the amount, duration, and scope of any benefit 
listed in Medicaid statute, and exempts the majority of children from any cost sharing. For 
separate CHIP programs, the benefits are permitted to look more like private health insurance, 
and states may impose cost sharing, such as premiums or enrollment fees, with a maximum 
allowable amount that is tied to annual family income. Aggregate cost-sharing under CHIP may 
not exceed 5% of annual family income. Regardless of the choice of program design, all states 
must cover emergency services, well baby and well child care including age-appropriate 
immunizations, and dental services. If offered, mental health services must meet federal mental 
health parity requirements. 

As we begin the final year of federal CHIP funding under the CHIP statute. Congress has begun 
considering the future of the program and exploring alternative policy options. The health 
insurance market is far different today than when CHIP was established. CHIP was designed to 
work in coordination with Medicaid to provide health coverage to low-income children. Before 
CHIP was established, no federal program provided health coverage to children with family 
annual incomes above Medicaid eligibility levels. The ACA further expanded the options for 
some children in low-income families with incomes at or above CHIP eligibility levels by 
offering subsidized coverage for insurance purchased through health insurance exchanges. 
Congress’ action or inaction on the CHIP program may affect health insurance options and 
resulting coverage for targeted low-income children that are eligible for the current CHIP 
program. 

This concludes my statement. CRS is happy to answer your questions at the appropriate time. 
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Mr. Pitts. Chair thanks the gentlelady. 

Now recognize Ms. Mitchell 5 minutes for an opening statement. 

STATEMENT OF ALISON MITCHELL 

Ms. Mitchell. Thank you for the opportunity to appear before 
you today on hehalf of CRS to provide an overview of CHIP financ- 
ing, and the ACA Maintenance of Effort for Children. 

First, CHIP financing. The Federal Government and states joint- 
ly finance CHIP, with the Federal Government paying about 70 
percent of CHIP expenditures. The Federal Government reim- 
burses states for a portion of every dollar they spend on their CHIP 
program, up to state-specific limits called allotments. The federal 
matching rate for CHIP is determined according to the Enhanced 
Federal Medical Assistance Percentage, which is also the E-FMAP 
rate, and this is calculated annually and varies according to each 
state’s per capita income. 

In fiscal year 2015, the E-FMAP rates range from 65 percent in 
13 states, to 82 percent in Mississippi. The ACA included a provi- 
sion to increase the E-FMAP rate by 23 percentage points, not to 
exceed 100 percent for most CHIP expenditures from fiscal year 
2016 through fiscal year 2019, and with this 23 percentage point 
increase, states are expected to spend through their CHIP allot- 
ments faster. 

And these CHIP allotments are the federal funds allocated to 
each state for the federal share of their CHIP expenditures, and 
states receive a CHIP allotment annually, but the allotment funds 
are available to states for 2 years. This means that even though 
fiscal year 2015 is the last year states are to receive a CHIP allot- 
ment, states could receive federal CHIP funding in fiscal year 2016. 

Moving on to the Maintenance of Effort, or MOE, the ACA MOE 
for children requires states to maintain eligibility standards, meth- 
odologies, and procedures for Medicaid and CHIP children from the 
date of enactment, which was March 23, 2010, through September 
30, 2019, and the penalty for not complying with the ACA MOE is 
the loss of all federal Medicaid matching funds. And the MOE im- 
pacts CHIP Medicaid expansion and separate CHIP programs dif- 
ferently. For CHIP Medicaid expansion programs, the Medicaid 
and CHIP MOE provisions apply concurrently. As a result, when 
a state’s federal CHIP funding is exhausted, the financing for these 
children switches from CHIP to Medicaid, and this would mean 
that the state’s share of covering these children would increase be- 
cause the federal matching rate for Medicaid is less than the E- 
FMAP rate. For separate CHIP programs, only the CHIP-specific 
MOE provisions apply, and these provisions include a couple of ex- 
ceptions to the MOE. First, states may impose waiting lists and en- 
rollment caps, and second, after September 1, 2015, states may en- 
roll CHIP-eligible children in qualified health plans in the health 
insurance exchanges that have been certified by the Secretary to 
be at least comparable to CHIP in terms of benefits and cost shar- 
ing. 

In addition to these two exceptions, under the MOE, in the event 
that a state’s CHIP allotment is insufficient, a state must establish 
procedures to screen children for Medicaid eligibility, and for chil- 
dren not Medicaid eligible, the state must establish procedures to 
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enroll these children in Secretary-certified qualified health plans. If 
there are no certified plans, the MOE does not obligate states to 
provide coverage to these children. 

In conclusion, fiscal year 2015 is the last year federal CHIP fund- 
ing is provided under current law. If no additional federal CHIP 
funding is provided, once the funding is exhausted, children in 
CHIP Medicaid expansion programs would continue to receive cov- 
erage under Medicaid through at least fiscal year 2019, due to the 
ACA MOE, however, coverage for children in separate CHIP pro- 
grams depends on the availability of Secretary-certified qualified 
health plans. 

This concludes my statement, and I will take questions at the ap- 
propriate time. 

[The prepared statement of Ms. Mitchell follows:] 
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Chairman Pitts, Ranking Member Pallone, and Members of the Subcommittee, my name is Alison 
Mitchell. 1 am an Analyst in Health Care Financing with the Congressional Research Service. Thank you 
for the opportunity to appear before you today to provide an overview of the State Children’s Health 
Insurance Program (CHIP) financing and the Patient Protection and Affordable Care Act (ACA) 
maintenance of effort (MOE) for children. 

CHIP Financing 

The federal government and the states jointly finance CHIP with the federal government paying about 
70% of CHIP expenditures. The federal government reimburses states for a portion of every dollar they 
spend on CHIP up to state-specific limits called allotments. 

Federal Matching Rate 

The federal matching rate for states’ CHIP expenditures is determined by the enhanced federal medical 
assistance percentage (E-FMAP) rate, which is calculated annually and varies according to each state’s 
per capita income. In FY2015, the E-FMAP(or federal matching rate) ranges from 65% (in 13 states) to 
82% (in Mississippi). 
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The ACA included a provision to increase the E-FMAP rate by 23 percentage points (not to exceed 1 00%) 
for most CHIP expenditures from FY2016 through FY20I9. With this 23 percentage point increase, states 
would be expected to spend through their CHIP allotments faster. 

State Allotments 

State allotments are the federal funds allocated to each state for the federal share of their CHIP 
expenditures. Allotments are provided to states annually, but the allotment funds are available to states for 
two years. This means that even though FY2015 is the last year states receive CHIP allotments, states 
could still receive federal CHIP funding in FY2016. 

There are two formulas for determining state allotments: an even year formula and an odd year formula. 

In even years, state CHIP allotments are based on each state’s previous year allotment, and in odd years, 
state’s allotments are based on each state’s previous year spending. Every year, states’ CHIP allotments 
are adjusted for health care inflation and child population growth. 


Maintenance of Effort (MOE) 

The ACA extended and expanded the MOE provision in the American Recovery and Reinvestment Act. 
The ACA MOE for children requires states to maintain their eligibility standards, methodologies, and 
procedures for Medicaid and CHIP children from the date of enactment (which was March 23, 2010) until 
September 30, 2019. 

The MOE for children applies to both Medicaid and CHIP even though federal CHIP funding is 
not provided after FY2015. The penalty for not complying with any of these MOE provisions is 
the loss of all federal Medicaid matching funds. Together, these MOE requirements for Medicaid 
and CHIP impact CHIP Medicaid expansion programs and separate CHIP programs differently. 

CHIP Medicaid Expansion Programs 

For CHIP Medicaid expansion programs, the Medicaid and CHIP MOE provisions apply concurrently. As 
a result, when a state’s federal CHIP funding is exhausted, the state’s financing for these children switches 
from CHIP to Medicaid. This switch would cause the state share of covering these children to increase 
because the federal matching rate for Medicaid is less than the E-FMAP rate. 

Separate CHIP Programs 

For separate CHIP programs, only the CHIP-specific provisions of the ACA MOE requirements are 
applicable. These provisions contain a couple of exceptions to the MOE: 

1 . states may impose waiting lists or enrollment caps in order to limit CHIP expenditures or 

2. after September 1 , 20 1 5 , states may enrol I CHIP-eligible children into qualified health 
plans in the health insurance exchanges that have been certified by the Secretary to be “at 
least comparable” to CHIP in terms of benefits and cost sharing. 

In addition, in the event that a state’s CHIP allotment is insufficient to fund CHIP coverage for all eligible 
children, a state must establish procedures to screen CHIP-eligible children for Medicaid eligibility. For 
children not eligible for Medicaid, the state must establish procedures to enroll CHIP-eligible children in 
qualified health plans offered in the health insurance exchanges that have been certified by the Secretary 
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to be “at least comparable” to CHIP in terms of benefits and cost sharing. Under these ACA MOE 
provisions, states are only required to establish procedures to enroll children in Secretary-certified 
qualified health plans. If there are no certified plans, the MOE does not obligate states to provide 
coverage to these children. 


Conclusion 

Fiscal year 2015 is the last year federal CHIP funding is provided under current law. If no additional 
federal CHIP funding is provided, once federal CHIP funding is exhausted, CHIP children in CHIP 
Medicaid expansion programs would continue to receive coverage under the Medicaid program through 
at least FY2019, due to the ACA MOE. However, coverage of CHIP children in separate CHIP programs, 
who are not eligible for Medicaid, depends on the availability of qualified health plans that are certified 
by the Secretary to be “at least comparable” to CHIP in terms of benefits and cost sharing unless states 
decide to provide state-funded coverage. 


This concludes my statement. I would be happy to answer any questions you may have at the appropriate 
time. 
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Mr. Pitts. Chair thanks the gentlelady. 

Now recognize Ms. Yocom 5 minutes for an opening statement. 

STATEMENT OF CAROLYN YOCOM 

Ms. Yocom. Chairman Pitts, Ranking Member Pallone, and 
members of the subcommittee, I am pleased to be here today to dis- 
cuss the extension of federal funding for the Children’s Health In- 
surance Program, better known as CHIP. Congress faces important 
decisions about the future of CHIP. Absent the extension of federal 
funding, once a state’s CHIP funding is insufficient to cover all eli- 
gible children, the state must establish procedures to ensure that 
those who are not covered are screened for Medicaid eligibility. In 
states that have used CHIP funds to expand Medicaid, children 
will be eligible to remain in Medicaid. Thus, approximately 2.5 mil- 
lion children will continue to receive coverage. However, for the 
over 5 million children who are in separate child health programs, 
their coverage options are different and less certain. These children 
may be eligible, but are not assured eligibility, for the premium tax 
credit and for cost-sharing subsidies established through the Af- 
fordable Care Act to subsidize coverage offered through health in- 
surance exchanges. 

My statement today draws on past GAO work which suggests 
that there are important considerations related to cost, coverage 
and access when determining the ongoing need for the CHIP pro- 
gram. Cost: GAO compared separate health CHIP plans in five 
states with state benchmark plans, and these were intended as 
models of coverage offered by the qualified health plans through 
exchanges. Our studies suggest that CHIP consumers could face 
higher costs if shifted to qualified health plans. For example, the 
CHIP plans we reviewed typically did not include deductibles, 
while all five states’ benchmark plans did. When cost sharing was 
applied, the amount was almost always less for CHIP plans, with 
the cost differences being particularly pronounced for physician vis- 
its, prescription drugs, and outpatient therapies. And lastly, CHIP 
premiums were almost always less than benchmark plans. 

The cost gap GAO identified could be narrowed, as the Affordable 
Care Act has provisions that seek to standardize the costs of quali- 
fied health plans, and reduce cost sharing for some individuals. 
However, this will vary based on consumers’ income level and plan 
selection. Absent CHIP, we estimated that 1.9 million children may 
not be eligible for a premium tax credit, as they have a parent with 
employer-sponsored health coverage, defined as affordable under 
IRS regulations. The definition of affordability considers the cost of 
self-only coverage offered by the employer, rather than the cost of 
family coverage. 

With regard to coverage, we found that most benefit categories 
were covered in separate CHIP and benchmark plans that we re- 
viewed, with similarities in terms of the services in which they im- 
pose day visit or dollar limits. For example, the plans typically did 
not impose any such limits on ambulatory services, emergency 
care, preventive care, or prescription drugs, but did impose limits 
on outpatient therapies, and pediatric dental, vision and hearing 
services. We also identified differences in how dental services were 
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covered under CHIP and benchmark plans; differences that raised 
the potential for confusion and higher costs for consumers. 

With regard to access, national survey data found that CHIP en- 
rollees reported positive responses regarding their ability to obtain 
care, and that this proportion of positive responses was generally 
comparable with those in Medicaid or those who were covered by 
private insurance. However, access to specialty care in CHIP may 
be more limited than in private insurance. In 2010, our survey of 
physicians reported experiencing greater difficulty referring chil- 
dren in Medicaid and CHIP to specialty care, compared with pri- 
vately insured children. We also found that the percentage of spe- 
cialty care physicians who accepted all new patients with private 
insurance was about 30 percent higher than the percentage of 
those who accepted all children in Medicaid and CHIP. 

Over the last 17 years, CHIP has played an important role in 
providing health insurance coverage for low-income children who 
might otherwise be uninsured. In the short term. Congress will be 
deciding whether to extend federal funding for CHIP heyond 2015. 
In the longer term, states and the Congress will face decisions 
about the role of CHIP in covering children once states are no 
longer required to maintain eligibility standards in the year 2020. 

Chairman Pitts, Ranking Member Pallone, and members of the 
subcommittee, this concludes my prepared statement. I would be 
pleased to respond to any questions you might have. 

[The prepared statement of Ms. Yocom follows:] 
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CHILDREN’S HEALTH INSURANCE 

Cost, Coverage, and Access Considerations for 
Extending Federal Funding 


What GAO Found 

Over the last 17 years, the State Children's Health Insurance Program (CHIP) — a 
federal-state program that provides coverage to about 8 million iov\/-income 
children— has played an Important role in providing health insurance coverage for 
children who would otherwise be uninsured. The Patient Protection and 
Affordable Care Act (PPACA) created alternative coverage options with the 
establishment of subsidized coverage — through a premium tax credit and cost- 
sharing subsidies— offered through health insurance exchanges, however, there 
remain important considerations related to cost, coverage, and access wtien 
determining the ongoing need for the CHIP program. 

• Cost In 2013, GAO found that consumer costs in CHIP plans were lower 
than under the benchmark plans selected by states as models for the 
benefits that would be offered by qualified health plans (QHP) through 
exchanges in 2014. For example, when comparing CHIP plans in five states 
with separate CHIP programs to state benchmark plans. GAO found that the 
CHIP plan in the states typically did not require the payment of deductibles, 
while all five states' benchmark plans did. Similarly, the amount of any 
applicable cost-sharing was almost always less for CHIP plans and the 
difference was particularly pronounced for physician visits, prescription 
drugs, and outpatient therapies. PPACA provisions, which seek to 
standardize QHP costs and reduce cost-sharing for certain individuals, could 
narrow the cost gap. GAO's work also suggests that some children 
transitioning out of CHIP would not be eligible for the premium tax credit 
because they have a parent with employer-sponsored health coverage that is 
considered affordable under Internal Revenue Service regulations. 

• Coverage. GAO’s prior \wrk from 2013 found that coverage was generally 
similar in separate CHIP and benchmark plans, though some variation exists. 
GAO also found that in contrast to CHIP plans where dental benefits are 
included, in some states, dental coverage is optional through exchanges and 
may be offered as a stand-alone dental plan. GAO found that families 
choosing such coverage could face higher costs, Further, in the current 
landscape of coverage options, many children eligible for CHIP, Medicaid, or 
the premium tax credit will have different eligibility than their parents, which 
can create complex scenarios of coverage for families. In 2012, GAO 
estimated that 21 percent of children eligible for CHIP, Medicaid, or the 
premium tax credit under PPACA would have different eligibility than their 
parents. 

• Access. GAO's prior work found that CHIP enrollees generally reported 
having access to health care at rates comparable to children with private 
insurance, with some exceptions, In 2013, GAO’s analysis of national survey 
data indicated that CHIP enrollees reported positive responses regarding 
their ability to obtain care, and the proportion of positive responses was 
generally comparable to those viflth Medicaid or with private insurance. 


United States Government Accountability Office 
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Chairman Pitts, Ranking Member Paiione, and Members of the 
Subcommittee: 

i am pieased to be here today to discuss the extension of federal funding 
for the State Children's Health insurance Program (CHIP). Established in 
1997, CHIP finances health insurance for over 8 million children whose 
household incomes are above the threshold for Medicaid eligibility. ’ Since 
the inception of this joint federal-state program, the percentage of 
uninsured children nationwide has fallen by half, although the uninsured 
rate for children varies considerably among states.^ Without health 
insurance coverage, children are less likely to obtain routine medical or 
dental care, establish a relationship with a primary care physician, and 
receive immunizations or treatment for injuries and chronic illnesses. The 
Centers for Medicare & Medicaid Services (CMS) within the Department 
of Health and Human Services (HHS) oversees CHIP, while states 
design, manage, and administer the operations of their individual CHIP 
programs. States administer CHIP under broad federal requirements, and 
the programs vary, for example, in the services covered, costs to 
individuals and families, and eligibility requirements. 

Congress faces important decisions about the future of CHIP. Congress 
has appropriated federal CHIP funding at various times since the creation 
of the program. Most recently, the Patient Protection and Affordable Care 
Act (PPACA) appropriated federal CHIP funding through federal fiscal 
year 201 5.’ Congress will decide whether to act to extend funding in the 
future. In the near term, PPACA requires that, if CHIP funding for a state 
is insufficient to cover all CHIP-eligible children, beginning in October 
201 5— the month after which federal funding for CHIP is scheduled to 


^Medicaid is a joint lederal-state program that firtances health insurance coverage tor 
certain categories of lower-income individuals, including children. Most states' CHIP 
eligibility levels are between 200 and 300 percent of the federal poverty level (PPL), with 
the highest eligibility level being 400 percent of the FPL, 

^The percent of uninsured children was 1 3.9 in 1997 and 6,6 percent in the first three 
months of 2014. See Cohen. R-A, Martinez, M.E, Health Insurance Coverage,’ Early 
Release of EsVmates from the National Health Interview Survey, January-March 2014. 
National Center for Health Statistics. (September 2014), Available from: 
http://www.cdc.gov/nch5/nhis/releases.htm. 

^Pub. L. No. 111-148, § 10203, 124 Stat. 119, 927 (2010). In this testimony, references to 
PPACA include any amendments made by the Health Care and Education Reconciliation 
Act of 2010, Pub. L. No. 111-152, 124 Stat, 1029 (2010), unless otherwise indicated. 
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end— the state must establish procedures to ensure that the children who 
are not covered by CHIP are screened for Medicaid eligibility." If ineligible 
for Medicaid, children are to be enrolled in a qualified health plan (QHP), 
which are plans offered by private issuers through health insurance 
exchanges established as required by PPACA.® While all QHPs must 
meet certain requirements related to what services are covered and the 
value of coverage, the QHPs for children transitioning out of CHIP must 
be certified by the Secretary of HHS as offering benefits and imposing 
cost-sharing for children in a manner that is at least comparable to the 
covered services and cost-sharing protections provided under the state's 
CHIP plan. If the Secretary finds that no exchange plans are comparable 
to CHIP, states are not required to seamlessly transition children from 
CHIP to exchange coverage, though families may obtain such coverage 
on their ovm. Children transitioning from CHIP to exchange coverage may 
be eligible for the advance health insurance premium tax credit (referred 
to as the premium tax credit) and for cost-sharing subsidies established 
through PPACA to offset the cost of insurance purchased through state 
exchanges by eligible families.® Over the longer term, PPACA also 
requires states to maintain eligibility levels for children in CHIP and 
Medicaid. That requirement ends after fiscal year 2019, which means that 
under current law, in fiscal year 2020, some states could choose to 
eliminate their programs even If federal funds were available. 

My statement today will draw from past GAO work examining the 
Medicaid and CHIP programs to identify important issues regarding 


‘‘Although federal appropriations for the program will end on September 30, 2015, any 
unexpended amounts allotted to the states in fiscal year 2015 will be available for 
expenditure through September 30, 2016. 

®PPACA requires the establishment of health insurance exchanges (referred to as 
exchanges) in eadi state — mail^etplaces where eligible individuals can compare and 
select among QHPs offered by participating private issuers of health coverage, QHPs 
provide a package of essential health benefits— including coverage for specific service 
categories, such as ambulatory care, prescription drugs, and hospitalization. 

®Eligibility for the premium tax credit is limited to individuals with household incomes 
between 100 and 400 percent FPL. In addition, to be eligible for the premium tax credit, an 
individual cannot have access to public insurance such as Medicaid or CHIP (except for a 
child in a state with insufficient CHIP funds for eligible children) or to affoixJable employer- 
sponsored health insurance that provides a minimum value. Eligibility for the cost-sharing 
subsidies, which aim to reduce out-of-pocket costs for deductibles, co-payments, and 
other coste, is for individuals and fomilles with household incomes of up through 
250 percent FPL. 
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whether to extend federal funding for CHIP beyond fiscal year 2015. In 
particular, my remarks will address considerations related to cost, 
coverage, and access In CHIP. 

My statement is based on reports we issued from February 201 1 through 
November 2013.^ For this work, to compare costs and coverage for 
consumers in separate CHIP plans and the benchmark plans that serve 
as models for QHP benefits.® we reviewed Evidence of Coverage 
documents from separate CHIP plans and benchmark pians from five 
states. To describe access to care for children in CHIP compared to 
others with Medicaid, private insurance, or without insurance, we 
analyzed nationwide data from HHS's Medical Expenditure Panel Survey 
(MEPs) from 2007 through 2010. The reports cited In this statement each 
provide detailed Information on our scope and methodology. The work 
upon which this statement is based was conducted in accordance with 
generally accepted government auditing standards. Those standards 
require that we plan and perform the audit to obtain sufficient, appropriate 
evidence to provide a reasonable basis for our findings and conclusions 
based on our audit objectives. We believe that the evidence obtained 
provides a reasonable basis for our findings and conclusions based on 
our audit objectives. 


Background 


With CHIP programs, states cover children in families whose household 
incomes are too high to qualify for Medicaid. Most states' CHIP eligibility 
levels are between 200 and 300 percent of the federal poverty level 
(FPL). States typically cover a broad array of services in their CHIP 


^See GAO, Medicaid and CHIP: Given the Assodation betvi/een Parent and Child 
insurance Status, New Expansions May Benefit Families, GAO-1 1-264 (Washington, 

D C.: Feb. 4, 2011); Medicaid and CHIP: Most Physicians Sen/e Covered Children but 
Have Difficulty Referring Them for Specialty Care, GAO-1 1 -624 (Washington, O.C.; 

June 30, 2011); Children's Health Insurance: Opportunities Exist for Improved Access to 
Affordable Insurance, GAO-12-648 (Washington. D.C,: June 22, 2012); and Children's 
Health Insurance: Information on Coverage of Services, Costs to Consumers, and Access 
to Care in CHIP and Other Sources of Insurance, GAO-14-40 (Washington, D.C,: Nov. 21, 
2013). 

®To prepare for the offering of QHPs through exchanges in 2014, HHS asked states to 
select benchmark health plans — plans intended as models for the benefits that would be 
offered through QHPs — by December 26, 2012. To offer coverage starting in 2014, 
individual market and small group market insurance plan issuers were required to offer 
QHPs that were substantially equal to their state's benchmark plan. We compared 
coverage under CHIP and benchmark plans to establish baseline information. 
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programs, for example, routine check-ups, immunizations, emergency 
senrices, and certain dental services. With respect to costs to consumers, 
CHIP premiums and cost-sharing may not exceed minimum amounts as 
defined by law. States may vary CHIP premiums and cost-sharing based 
on Income and family size, as long as cost-sharing tor higher-income 
children is not lower than for lower-income children. Federal laws and 
regulations also impose additional limits on premiums and cost-sharing 
for children in families with incomes at or below 150 percent FPL. In all 
cases, no cost-sharing can be required for preventive services — defined 
as well-baby and welFchild care, including age-appropriate immunizations 
and pregnancy-related services. In addition, states may not impose 
premiums and cost-sharing, in the aggregate, that exceeds 5 percent of a 
family’s total income for the length of the child's eligibility period In CHIP.® 

States can operate CHIP as a separate program, include CHIP-eligible 
children in their Medicaid programs (referred to as a CHiP-funded 
Medicaid expansion), or use a combination of the two approaches. 

Eligible children in a CHIP-funded Medicaid expansion are entitled to 
coverage because Medicaid is an entitlement. There is no individual 
entitlement to coverage under separate CHIP programs. If funding for 
CHIP runs out after fiscal year 2015, those children enrolled in CHIP- 
funded Medicaid expansions— 2.5 million children across 32 states and 
the District of Columbia in fiscal year 2013 — will remain in Medicaid.’" For 
the 5.3 million children across 39 states In separate CHIP programs, 
PPACA requires that the state must establish procedures to ensure that 
the children who are not covered by CHIP are screened for Medicaid 
eligibility and, if determined ineligible for Medicaid, are enrolled into a 
QHP in an exchange in that state that has been certified by the Secretary 
of HHS as comparable to CHIP. 


"This annual cumulative cost-sharing maximum applies to all services with cost-sharing 
requirements, irrespective of the number of children in the family that are enrolled in CHIP. 

’"For children that remain in Medicaid, the state is to receive reimbursement based on the 
federal matching rate for the state’s Medicaid program rather than the CHIP rate, which 
under PPACA is to increase by 23 percentage points to neatly 100 percent from fiscal 
years 2016 fhrough 2019, The federal government matches state Medicaid senrice 
expenditures based on a statutory formula known as the Federal Medical Assistance 
Percentage (FMAP). The FMAP depends on each state's per capita income and may 
range from 50 to 83 percent 
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Over the last 17 years, CHIP has played an important role in providing 
health insurance coverage for low-income children who would otherwise 
be uninsured. While the introduction of the premium tax credit and cost- 
sharing subsidies for coverage through health insurance exchanges could 
provide an alternative coverage option for some of these children, there 
are important considerations related to cost, coverage, and access when 
determining the ongoing need for the CHIP program. 


Cost considerations Our prior work suggests that consumer costs under state benchmark 

plans, which were used as models for QHP benefits, would be higher 
than in CHIP, due to higher cost sharing and premiums. For example, in 
2013, when comparing CHIP plans in five states with separate CHIP 
programs to state benchmark plans, we found that the CHIP plan in the 
states we reviewed typically did not include deductibles, while all five 
states’ benchmark plans did.” Similarly, when cost-sharing applied, the 
amount was almost always less for CHIP plans, and the cost difference 
was particulady pronounced for physician visits, prescription drugs, and 
outpatient therapies.” For example, depending on income, the 
copayment for primary care and specialist physician visits ranged from $2 
to $1 0 per visit for one state's CHIP enroilees, but was $30 and $50 per 
visit, respectively, for benchmark plan enroilees. PPACA provisions, 
which seek to standardize QHP costs and reduce cost-sharing for certain 
individuals, could narrow the cost gap we identified, but will vary by 
consumers' Income level and plan selection,” Our analysis of premium 
data also suggested that CHIP premiums were likely lower than 
benchmark plans, with some enroilees in three states paying no 
premiums and most enroilees across all five states paying less than $200 
a year. For families that qualify for a premium tax credit, premium 
contributions for those covered under the QHP will be limited to anywhere 
from 2 percent to 9.5 percent of the family’s annual income; we estimated 


Cost, Coverage, and 
Access Are Important 
to Consider in 
Deciding whether to 
Extend Federal CHIP 
Funding 


^^The five states were Colorado, Illinois, Kansas, New York, and Utah. See GAO-14‘40. 

^^We have work underway that is examining a comparison of costs and coverage in 
separate CHIP plans and QHPs in selected states. 

^^Effective January 1, 2014, PPACA provides for cost-sharing subsidies for individuals 
and families vi^h household incomes up through 250 percent of FPL to reduce out-of- 
pod^et costs for deductibles, co-payments, and other costs. 
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that in 2014 those premium contributions would range from $471 to 
$8,949 for a family of four. 

Further, our work suggests that some children transitioning out of CHIP 
would not be eligible for the premium tax credit because they have a 
parent with employer-sponsored health coverage that is considered 
affordable under Internal Revenue Service (IRS) regulations. With regard 
to affordability, IRS standards consider the cost of self-only coverage 
offered by the employer rather than the cost of family coverage. In 2012, 
we estimated that about a half million uninsured low-income children 
would be ineligible for the premium tax credit under these IRS standards, 
because they had access to affordable employer-sponsored coverage. ” 
Further, we estimated that without CHIP-funded Medicaid expansion or 
separate CHIP programs, an additional 1 .9 million children who would 
otherwise be eligible for CHIP would be considered to have access to 
affordable insurance under the IRS standards for affordability. “ 


Coverage considerations Our prior work suggests that coverage was generally similar in CHIP and 
benchmark plans, though some variation exists. In 201 3, we found that 
the separate CHIP and benchmark plans we reviewed in five states were 
generally similar in terms of the services on which they imposed day, visit, 
or dollar limits.'® For example, the plans we reviewed were similar in that 
they typically did not impose any such limits on ambulatory patient 
services, emergency care, preventive care, or prescription drugs, but 
commonly did impose limits on outpatient therapies and pediatric dental, 
vision, and hearing services." One notable difference between CHIP and 
benchmark plans we reviewed was the frequency by which they limited 
home- and community-based health care services. While the benchmark 
plans in four states imposed day or visit limits on these services, only one 
state's CHIP plan did so. 


’“See GAO-1 2-646. 

'®Our analysis did not identify the percentage of these children estimated to be in CHIP- 
funded Medicaid expansions and separate CHIP programs. 

’®See GAO-14JIO- 

'^One state's CHIP ptan specified limits on rehabilitative services received in an inpatient 
setting, but not the number of days allowed for an inpatient admission. 
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Another consideration around coverage in CHIP and through exchanges 
is in coverage of dental services. CHIP covers dental services, but such 
coverage is optional for families seeking coverage on the exchange in 
some states. Families obtaining coverage through exchanges are 
provided a choice with regard to health plans, which may include some 
that cover pediatric dental and others that do not, along with the option to 
purchase a stand-alone dental plan. In 2013, before the exchanges were 
fully in place, we reported that exchange officials in three states told us 
that some families may face confusion in obtaining the appropriate 
amount of pediatric dental coverage. Now that exchanges are in place, 
our ongoing work is obtaining data on the types of plans in which families 
have enrolled, including stand-alone dental plans. As we found in 2013, a 
cost consideration for families is that stand-alone dental plans have out- 
of-pocket maximum costs that are in addition to the QHP maximum costs. 
For 2014, the out-of-pocket maximum costs for stand-alone dental plans 
offered in some states' exchanges were $700 for a plan with one child or 
$1 ,400 for a plan with two or more children. For example, a family with an 
annual income of $53,663,’“ that enrolls their two children in a stand- 
alone dental plan that is in addition to their QHP, would be subject to a 
total out-of-pocket maximum cost of $1 1 ,800. 

In the current landscape of coverage options, many children eligible for 
CHIP, Medicaid, or the premium tax credit will have different eligibility 
than their parents, which can create complex scenarios of coverage for 
families. Eligibility can vary within households because low- to moderate- 
income adults with household incomes greater than 1 33 percent of FPL 
will typically be ineligible for any assistance or will be eligible for the 
premium tax credit rather than Medicaid or CHIP, while children In some 
of these households will be eligible instead for Medicaid or CHIP. As one 
example, a family of three in Oregon could begin the year eligible for 
Medicaid. If the father gained part-time employment, the household 
income could increase such that the parents would no longer be eligible 
for Medicaid but would be eligible for the premium tax credit and cost- 
sharing subsidies and the child would become eligible for CHIP. 

In 2012, we estimated that 21 percent of children eligible for Medicaid, 
CHIP, or the premium tax credit under PPACA would have different 


’“Fora family of four in 201 4. an annual income of $53,663 equates to 225 percent of the 
FPL in the 48 contiguous states and the District of Columbia. 
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eligibility from their parents as of the beginning of the year, and an 
additional 9 percent would encounter that situation due to an income 
fluctuation during the course of the year.” This could lead to breaks in 
children’s coverage and, potentially, negative implications for health 
outcomes given the strong association between a parent’s and a child’s 
health insurance status. For example, in 201 1 , we found that children 
were more likely to be insured when their parents were insured, and that 
there is a strong association between a parent’s health insurance 
status— whether they are privately insured, publicly insured, or 
uninsured — and a child’s health insurance status. 


Access considerations Our prior work suggests that CHIP enrollees generally reported having 
access to care at rates comparable to children with private insurance, 
with some exceptions. In 2013, our analysis of national survey data 
indicated that CHIP enrollees reported positive responses regarding their 
ability to obtain care, and the proportion of positive responses was 
generally comparable to those with Medicaid or with private insurance.® 
For example, at least 88 percent of CHIP enrollees reported they had a 
usual source of care and usually or always got the care they needed. 
When compared with respondents with other sources of insurance, the 
proportion of CHIP enrollees with positive responses to these questions 
were, for most questions, comparable to respondents with Medicaid or 
with private insurance — that is, within 5 percentage points. In addition, in 
201 1 , we found that most physicians were enrolled in Medicaid and CHIP 
and serving children covered by these programs. On the basis of our 
2010 national survey of physicians, we estimated 78 percent of primary 
and specialty care physicians were enrolled as Medicaid and CHIP 
providers and serving children covered by these programs.^' 

Access to specialty care in CHIP may be more limited than in private 
insurance. In analyzing nationai survey data in 2013, we found that the 
proportion of CHIP enrollees with positive responses to the question 


”a chtid's eligibility for CHIP, fdedicald, and the premium tax credit can change over time 
as his or her household income fluctuates. For example, a child who begins the year 
eligible for the premium tax credit may become eligible for CHIP if household income 
declines during the year. See GAO-12,648. 

“See GAO-1 4-40. 

“See GAO-1 1-624. 


Page 


GAO-15-268T 



28 


about the ability to obtain specialty care was roughly comparable to 
respondents with private insurance.^^ However, in 201 1 , we found that 
the physicians we surveyed experienced much greater difficulty referring 
chiidren in Medicaid and CHIP to specialty care, compared to privately 
insured children. We also found that the percentage of specialty care 
physicians who accepted all new children with private insurance was 
about 30 percent higher than the percentage of those who accepted all 
children in Medicaid and CHIP. 

The findings of our 201 1 and 201 3 studies predated the introduction of 
QHPs sold through exchanges. As such, little is known about the 
comparability of provider networks for CHIP versus QHPs purchased 
through exchanges and the effects on access to care. Knowing more 
about the potential differences in provider networks is important for 
understanding the possible disruptions in care that could lead to negative 
health outcomes for children moving from CHIP to QHPs. 


In conclusion. Congress, HHS, and the states will be faced with making 
important decisions regarding the future of CHIP. In the short term. 
Congress will be deciding whether to extend federal funding for CHIP 
beyond fiscal year 2015. In the longer term, states and Congress will face 
decisions about the role of CHIP in covering children once states are no 
longer required to maintain eligibility standards in fiscal year 2020. 

Chairman Pitts, Ranking Member Pallone, and Members of the 
Subcommittee, this concludes my prepared statement. I would be 
pleased to respond to any questions that you may have at this time. 
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Mr. Pitts. Chair thanks the gentlelady. 

Now recognizes Dr. Schwartz 5 minutes for an opening state- 
ment. 


STATEMENT OF ANNE SCHWARTZ, PH.D. 

Ms. Schwartz. Good morning, Chairman Pitts, Ranking Member 
Pallone, and members of the Subcommittee on Health. I am Anne 
Schwartz, Executive Director of MACPAC, the Medicaid and CHIP 
Payment and Access Commission. 

As you know, MACPAC is a congressional advisory body charged 
with analyzing and reviewing Medicaid and CHIP policies, and 
making recommendations to the Congress, the Secretary of the 
U.S. Department of Health and Human Services, and the states on 
issues affecting these programs. Its 17 members, led by Chair 
Diane Rowland and Vice Chair David Sundwall, are appointed by 
the U.S. Government Accountability Office. 

While the insights and expertise I will share this morning build 
on the analysis conducted by MACPAC staff, they are, in fact, the 
consensus views of the Commission itself We appreciate the oppor- 
tunity to share MACPAC’s recommendations and work as this com- 
mittee considers the future of CHIP. 

Since its enactment, with strong bipartisan support in 1997, 
CHIP has played an important role in providing insurance coverage 
and access to health services for tens of millions of low and mod- 
erate-income children with incomes just above Medicaid eligibility 
levels. Over this period, the share of uninsured children in the typ- 
ical CHIP income range — those with family income above 100 per- 
cent but below 200 percent of the federal poverty level — has fallen 
by more than half from 22.8 percent in 1997, to 10 percent in 2013. 
Given that the last federal CHIP allotments under current law are 
now being distributed to states, the Commission has focused con- 
siderable attention on CHIP over the past year in order to provide 
the Congress with expert advice about the program’s future. This 
inquiry, which is ongoing, has considered the program in its new 
context, given the significant change in insurance options available 
to these families, including the exchanges and employer-sponsored 
coverage. 

In its June 2014 report to the Congress, MACPAC recommended 
that the Congress extend federal CHIP funding for a transition pe- 
riod of 2 additional years, during which time key issues regarding 
the affordability and adequacy of children’s coverage can be ad- 
dressed. In coming to this consensus recommendation, the Commis- 
sion considered what would happen if no CHIP allotments were 
made to the states after fiscal year 2015. It found that many chil- 
dren now served by the program would not have a smooth transi- 
tion to another source of coverage. The number of uninsured chil- 
dren would likely rise, cost sharing would often be significantly 
higher, and exchange plans appeared unready to serve as an ade- 
quate alternative in terms of benefits and provider networks. My 
written testimony and the Commission’s June report provide addi- 
tional information about the nature and extent of these concerns. 
We are currently updating and extending our analyses of benefits, 
cost sharing, network adequacy, and coverage gaps for inclusion in 
our 2015 reports. 
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When the Commission made its recommendation to extend fund- 
ing, it noted that there was insufficient time between then and the 
end of the current fiscal year to address all the issues it identified, 
either in law or regulation. In addition to examining CHIP from 
the perspective of children and families, MACPAC has also consid- 
ered how different policy scenarios affect the states. Under current 
law, states will run out of CHIP funding at various points during 
fiscal year 2016, with more than half of the states exhausting 
funds in the first two quarters. In the absence of federal CHIP 
funding, states with Medicaid expansion CHIP programs, which 
cover about 2.5 million children, must maintain their 2010 eligi- 
bility levels for children through fiscal year 2019 at the regular 
Medicaid matching rate, meaning at increased state cost. By con- 
trast, states operating separate CHIP programs, now serving over 
5 million children, are not obligated to continue funding their pro- 
grams if federal CHIP funding is exhausted, and will most likely 
terminate such coverage. 

MACPAC’s commissioners feel strongly about the need to extend 
funding for CHIP. A time-limited extension of CHIP funding is 
needed to minimize coverage disruptions, and provide for a thor- 
ough examination of options addressing affordability, adequacy, 
and transitions to other sources of coverage. An abrupt end to 
CHIP would be a step backward from the progress that has been 
made over the past 15 years. In addition, congressional action is re- 
quired so that states do not respond to uncertainty about CHIP’S 
future by implementing policies that reduces children’s access to 
services that support their healthy growth and development. 

Finally, while MACPAC has recommended a 2-year extension, it 
has also stated that this transition period could be extended if the 
problems it has identified have not been addressed within the 2- 
year period. 

Again, thank you for this opportunity to share the Commission’s 
work, and I am happy to answer any questions. 

[The prepared statement of Ms. Schwartz follows:] 
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Summary 

Since its enactment with strong bipartisan support in 1997, CHIP has played an important roie in 
providing insurance coverage and access to health care for tens of millions of low- and moderate- 
income children with incomes just above Medicaid eligibility levels. Lessons learned from Cl IIP 
should continue to inform public policy even as changes in coverage options dictate a re- 
examination of its role and purpose. 

In its June 2014 report to the Congress, NL\CPAC recommended that the Congress extend federal 
CHIP funding for a transition period of two additional years during which time the key issues 
regarding the affordability and adequacy of children’s coverage can be addressed. In coming to this 
consensus recommendation, the Commission considered what would happen if no CHIP allotments 
were made to states after fiscal year 2015. It found that many children now served by the program 
would not have a smooth transition to another source of coverage. 'Ihe number of uninsured 
children would likely rise, cost sharing would often be significantly higher, and exchange plans 
appear unready to serve as an adequate alternative in terms of benefits and provider networks. 

When the Commission made this recommendation, it noted that there was insufficient time between 
then and the end of FY 2015 to address all these issues, either in law or regulation. Under current 
law, states will run out of CHIP funding at various points during Pf 2016 with more than half of 
states exhausting funds in the first two quarters. In the absence of federal CHIP funding, states with 
Medicaid-expansion CHIP programs must maintain their 2010 eligibility levels for children through 
FY 2019 at their regular Medicaid matching rate, meaning at increased state costs. States operating 
separate CHIP programs are not obligated to continue funding their programs if federal CHIP 
funding is exhausted and will most likely terminate such coverage. 

A time-limited extension of CHIP funding is needed to minimize coverage disruptions and provide 
for a thorough examination of options addressing affordability, adequacy, and transitions to other 
sources of coverage. An abrupt end to CHIP would be a step backward from the progress that has 
been made under CHIP. In addition, congressional action is required so that states do not respond 
to uncertainty around CHIP’S future by implementing policies that reduce children’s access to 
services that support their healthy growth and development. Finally, MACPAC has stated that this 
transition period could be extended if the problems it has identified have not been addressed within 
that two-year period. 
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Statement of Anne L. Schwartz, Ph.D., Executive Director 
Medicaid and CHIP Payment and Access Commission 

Good morning Chairman Pitts, Ranking Member Pallone, and Members of the Subcommittee on 
Health. I am Anne Schwartz, executive director of the Medicaid and CHIP Payment and Access 
Commission (MACPAC). As you know, MACPAC is a congressional advisory body charged with 
analyzing and reviewing Medicaid and CHIP policies and making recommendations to the Congress, 
the Secretary of the U.S. Department of Health and Human Services (HHS), and the states on issues 
affecting these programs. Its 17 members, led by Chair Diane Rowland and Vice Chair David 
Sundwall, are appointed by the U.S. Government Accountability Office (GAO), While the insights 
and expertise I will share this morning build on the analyses conducted by MACPAC’s staff, they arc 
in fact the consensus views of the Commission itself. We appreciate the opportunity to share 
MACPAC’s recommendations and work as this Committee considers the future of the State 
Children’s Health Insurance Program (CHIP). 

Since its enactment with strong bipartisan support in 1997, CHIP has played an important role in 
providing insurance coverage and access to health care for tens of millions of low-income children 
with incomes just above Medicaid eligibility levels. Over this period, the share of uninsured children 
in the typical CHIP income range (those with family income above 100 percent but below 200 
percent of the federal poverty level (FPL)) has fallen by more than half — from 22,8 percent in 1997 
to tO.O percent in 2013 (MACPAC 2014a). Over that time period, which included two recessions, 
private coverage for children in this income range also declined substantially — from 55 percent in 
1997 to 27.1 percent in 2013 (Martinez and Cohen 2013, 2012).’ 

Given that the last federal CHIP allotments under current law are now being distributed to states, 
the Commission has focused considerable attention on CHIP over the past year in order to provide 
the Congress with expert advice about the program’s future. This inquiry, which is ongoing, has 
considered the program in its new context, given the significant change in insurance options since 
1997. Subsidized exchange plans now potentially offer an alternative source of coverage to some 
children now covered by CHIP. Other policy changes included in the Patient Protection and 
Affordable Care Act (ACA, P.L. 111-148, as amended) may also lead to additional enrollment of 
parents of those covered by CHIP in employer-sponsored coverage. 
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In addition to considering CHIP’S future from the perspective of low-income children and families, 
the Commission has also examined issues in CHIP financing — in particular, how states will be 
affected if federal CHIP funding ends. MACPAC’s most recent analyses focus on when, absent 
congressional action, states will run out of CHIP funds and how the requirement that states 
maintain coverage for children through FY 2019 will differentially affect states based on their 
decisions to run CHIP as a Medicaid expansion or a separate program. 

In my testimony today, I will first present the rationale behind the recommendation, reached 
unanimously by Commission members, that CHIP funding be extended two years, as well as the 
evidence they considered in making that recommendation. I will then turn to financing issues. 

Rationale for the Recommendation to Continue CHIP Funding for Two Years 

In its June 2014 report to the Congress, MACPAC recommended that the Congress extend federal 
CHIP funding for a transition period of two additional years during which time the key issues 
regarding the affordability and adequacy of children’s coverage can be addressed. 

llie Congressional Budget Office (CBO) estimates that MACPAC’s recommendation would 
increase net federal spending by I0--5 billion above the agenc)'’s current law baseline. The federal 
costs of providing CHIP allotments for two more years would be largely offset by reductions in 
federal spending for Medicaid and subsidized exchange coverage — sources of federally subsidized 
coverage in which many children are assumed to enroll if CHIP funding were to be exhausted under 
current law. CBO’s estimate also reflects congressional budget rules that require the agency to 
assume in its current law spending baseline that federal CHIP funding continues beyond FY 2015 at 
$5.7 billion each year.^ 

In coming to this consensus recommendation, the Commission considered several options as it 
examined the role of CHIP given new coverage options for low-income families. The Commission 
considered what would happen under the current-law scenario, under which states would exhaust 
CHIP funding as FY 2016 begins. It found that many children now served by the program would 
not have a smooth transition to another .source of coverage offering comparable benefits and cost 
sharing. Tlie number of uninsured children would likely rise, and the cost sharing for children 
obtaining other coverage would often be significandy higher. Moreover, in the Commission’s view, 
it is not clear tliat exchange plans are ready to serve as an adequate alternative for children now 
insured by CHIP in terms of covered benefits and provider networks. 
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The Commission also considered extending CHIP funding through FY 2019, consistent with the 
current law requirement that states maintain eligibility for children under Medicaid and Cl IIP 
through FY 2019. In addition to aligning coverage and financing policies, this approach would 
allow for completion and consideration of the Secretary’s assessment of the comparability of CHIP 
and exchange coverage in terms of benefits and cost sharing, which I will discuss more in a moment. 

Without question, CHIP has reduced the number of uninsured children, and lessons learned from 
that experience should continue to inform public policy. But the ACA transformed the policy 
context for CHIP such that CHIP-funded coverage now represents a small wedge among coverage 
options, potentially adding complexity for families and administrative costs for the states and the 
federal government. Thus, in the Commission’s view, coverage for children under a separate CHIP 
authority should not be maintained indefinitely. 'Phe optimal outcome for children and families is to 
address affordability and adequacy so that low- and moderate-income children have affordable 
coverage that offers access to high-quality care, services that are critical to children’s healthy 
development. Tliey should also have smooth transitions to other sources of coverage, including 
Medicaid, exchange, and employer-sponsored coverage, as their family circumstances change. 


When the Commission made this recommendation this past June, it noted that there was insufficient 
time between then and the end of FY 201 5 to address all these issues, either in law or regulation. A 
time-limited extension of CHIP funding is needed to minimize coverage disaiptions and provide for 
a thorough examination of the coverage options for children. The members of the Commission 
believe that these limitations must be addressed so as not to step backward from the relatively high 
level of good coverage children now have through CHIP. 

MACPAC has stated that this transition period could be extended if the problems it has identified 
have not been addressed within the two-year period. However, the Commission also stated in the 
June report its view that the changes necessar)' to ensure that chddren have access to high-quality 
coverage can be accomplished during these two years. 

Below, I describe in greater detail the Commission’s three major concerns about an abrupt end to 
CHIP. 


• The number of uninsured children would increase significantly. Not all children currently 
covered by CHIP would be eligible for subsidized exchange coverage. Among those whose 
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parents are enrolled in or who are eligible for employer-sponsored insurance, premiums for 
family coverage could be too high relative to families’ ability to pay. 

• Cost sharing for ser\dces would increase substantially for many families. 

• It is unclear whether exchange plans are ready to serve as an adequate source of coverage (in 
terms of benefits and adequacy of provider networks) relative to CHIP. 

Future Sources of Coverage for Children Now Enrolled in CHIP 

If CHIP funding ends, the children now covered by the program will face different scenarios based 
on family circumstances (for example, whether a parent has access to employer-sponsored coverage) 
and the historical choices made by states to run their CHIP program as a Medicaid expansion or 
separate CHIP program. 

Children in Medicaid-expansion CHIP programs. Of the 8.1 million children enrolled in CHIP 
in FY 2013, 30 percent were in Medicaid-expansion CHIP. Medicaid-expansion CHIP enrollment is 
expected to increase in part due to the transition in 19 states of children between 100 percent and 
133 percent FPL from separate CHIP to Medicaid, so-callcd stairstep children. States’ spending 
projections indicate that half of CHIP spending in FY 2015 will be fDr children in Medicaid- 
expansion CHIP.’ If CHIP funding runs out shortly after FY’ 2015, consistent with current law, 
these children would continue in Medicaid coverage but with federal funding from Medicaid at 
Medicaid’s lower matching rate.^ 

Children age 0--18 in separate CHIP programs. Approximately two-thirds of children age 0-18 
with CHIP coverage in FY 2013 were in separate CHIP programs. (Appendix Table l-A-3 in 
Mi\CPAC’s June 2014 report details CHIP enrollment by state.) Separate CHIP programs generally 
operate under a set of federal rules that allow states to design benefit packages that look more like 
commercial insurance than Medicaid. States may also charge premiums, institute enrollment caps, 
create waiting periods, and brand and market their CHIP programs separately from Medicaid. 

Although children in separate CHIP programs are generally in the income range to qualify for 
subsidized exchange coverage, in fact, such coverage is likely to be available to less than half of these 
children. One analysis estimated that the end of CHIP could lead to as many as 2 million more 
children becoming uninsured (Kenney et al. 2011).^ 
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There are several reasons for this gap. First, children are generally only eligible for subsidized 
exchange coverage if a parent is not offered affordable employer-sponsored insurance. More than 
half (56 percent) of children have parents who report having access to employer-sponsored 
insurance — the vast majority of which would be considered affordable under the ACA definition, 
therefore disqualifying them from exchange subsidies. The ACA defines employer-sponsored 
coverage as affordable if an employee’s out-of-pocket premiums for self-only coverage would 
account for no more than 9.5 percent of a famfly’s income. This affordability test is sometimes 
referred to as the family glitch because the cost of coverage for the entire family is not considered. 

For families not eligible for Medicaid, nearly all employer-sponsored coverage would be considered 
affordable based on the ACA’s self-only coverage definition. Even at the 90th percentile of 
premiums for job-based coverage, the self-only premium paid by employees for a family ot three at 
1 .58 percent FPL would comprise only 8.2 percent of income — still short of the 9.5 percent 
threshold to qualify for exchange subsidies (MACPAC 201.5).'* 

Second, even among those children whose parents are not offered employer-sponsored insurance, 
and thus could qualify for subsidized exchange coverage, it is not clear how many would enroll due 
to higher cost sharing and premium payments associated with exchange coverage (MACPAC 2014a). 

And finally, while the ACA requires states to develop procedures to automatically transition children 
from separate CHIP to exchange coverage as CHIP allotments run out (§2105(d)(3)(B) of the Social 
Security Act (the Act)), it also requires a special certification that sets a high bat for such transitions. 
By April 1 , 201 5, the Secretary of the U.S. Department of Health and Human Services (the 
Secretary) must certify plans that are “at least comparable to” CHIP programs with respect to 
benefits and cost sharing (§2105(d)(.3)(C) of the Act). As I will discuss, while categories of covered 
benefits in separate CHIP and exchange coverage may be fairly comparable, cost sharing in 
exchange plans at current subsidy levels does not appear comparable to CHIP. If the Secretary finds 
that no exchange plans ate comparable to CHIP, states are not required to seamlessly transition 
children from separate CHIP to exchange coverage, although families may obtain subsidized 
exchange coverage on their own. 

MACPAC is currently working to develop projections using more recent data to determine how 
many children would become uninsured and how many children would enroll in employer- 
sponsored coverage if CHIP funding were exhausted. The analyses will also assess how changes in 
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the affordability test would affect the ability of families to obtain exchange subsidies. We look 
forward to sharing this information with the Congress in our 2015 report. 

The Consequences for Children of Moving from CHIP to Exchange Coverage 

If CHIP funding ends, those children shifting to exchange coverage arc likely to face higher cost 
sharing, different benefits, and enrollment in plans with different provider networks. MACPAC’s 
June 201 4 report highlighted these concerns. Staff are now updating these analyses with more 
recent information that we anticipate including in the Commission’s March 2015 report. 

Higher cost sharing. Children moving from separate CHIP programs to exchange coverage would 
experience higher cost sharing in the form of deductibles, copays, and coinsurance. MACPAC 
compared the actuarial values of cost sharing in five separate CHIP programs to the actuarial values 
of exchange plans with cost-sharing reductions. Actuarial values measure the percentage of covered 
health care expenses that an insurer would pay, on average, for a typical enrollee population. Tlie 
metal tiers for unsubsidized exchange plans are as follows: 

• bronze: actuarial value of 60 percent, 

• silver: actuarial value of 70 percent, 

• gold: actuarial value of 80 percent, and 

• platinum: actuarial value of 90 percent. 

Exchange plans in the silver tier are required to provide cost-sharing reductions to qualifying 
enrollees with incomes below 250 percent FPL. Cost-sharing reductions must increase actuarial 
values as follows: 

• for those with incomes up to 150 percent FPL: actuarial value of 94 percent, 

• for those with incomes between 151 and 200 percent FPl.: actuarial value of 87 percent, and 

• for those with incomes between 201 and 250 percent FPL: actuarial value of 73 percent. 

Because the medical benefits in separate CHIP and exchange coverage are largely consistent, the 
differences in actuarial values between exchange plans and separate CHIP programs in this analysis 
can largely be attributed to cost sharing. 

To estimate actuarial values of separate CHIP programs, M/VCPAC used detailed cost-sharing 
information provided in a GAO study on the separate CHIP programs in five states — Colorado, 
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Illinois, Kansas, New York, and Utah (GAO 2013). To obtain actuarial values for the CHIP cost- 
sharing structure in these five states, Mi^CPAC used the actuarial value calculator from the Center 
for Consumer Information and Insurance Oversight (CCIIO) at the Centers for Medicare & 
Medicaid Services (CMS).’ 

With one exception, all of the states in the study at all income levels have actuarial values in their 
separate CHIP programs ranging from 97 to 100 percent (MACPAC 2014a). 'Hie one exception is 
for Utah’s highest income range in its CHIP program (151 to 200 percent FPL), which has an 
actuarial value of 90 percent (MACPAC 2014a). Across income eligibility levels, the actuarial values 
of the five states’ CHIP programs are consistently higher than the actuarial values prescribed for 
exchange plans with cost-sharing reductions. As a result, children moving from separate CHIP 
programs to exchange coverage would experience greater cost sharing. 

Aboe'e 250 percent FPL, no cost-sharing reductions are available for exchange plans. Thus, above 
250 percent FPL, individuals enrolled in a silver plan would have a 70 percent actuarial value. Above 
250 percent FPL, the CHIP actuarial value is 97 percent in Illinois and 100 percent in New York; 
the other three states do not offer CHIP benefits at this income level (MACPAC 2014a). 

Recent reports by the Wakely Consulting Group (Wakely) and the National Alliance to Advance 
Adolescent Health had similar findings regarding affordability. Wakely found that actuarial values foi 
health plans in all 35 states with separate CHIP programs at both 160 and 210 percent FPL are 
higher than the actuarial values for the qualified health plans (QHPs) at the same income levels even 
after accounting for cost-sharing reductions available to lower-income enroUees in the exchanges 
(Ely ct al. 2014).* Researchers at the National Alliance to Advance Adolescent Health reported 
findings similar to those of the Wakely study, based on their analysis of cost sharing in separate 
CHIP programs and child-only exchange plans in five states. In general, CHIP programs do not 
require deductibles or coinsurance, while the child-only exchange plans do (McManus and Fox 
2014). 

In addition to cost sharing for sendees, premiums also affect CHIP’S affordability'. Based on policies 
in place in January 2013, M.4CPAC estimates that approximately 44 percent of children covered 
with CHIP funds (3.4 million) faced premiums in 33 states, including in some Medicaid-expansion 
states (MACPAC 2014b). 
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While CHIP and exchange coverage each have a statutory limit on premiums (combined with cost 
sharing in the case of CHIP) based on family income, neither takes into account the effect of 
premiums required by the other. In states charging premiums of CHIP enrollees, the combination, 
or stacldng, of both CHIP and exchange premiums could be substantial for families. MACPAC 
recommended in March 2014 that, in order to align premium policies in separate CHIP programs 
with premium policies in Medicaid, the Congress should provide that children with family incomes 
below 150 percent FPL not be subject to CHIP premiums (MACPAC 2014b). 

Differences in covered benefits. Exchange plans offer covered benefits that are largely consistent 
with separate CHIP coverage, but with a few differences. A GAO study comparing separate CHIP 
programs and essential health benefits (EHB) benchmarks in five states found that most benefit 
categories were covered in both programs. For example, benefits like inpatient and outpatient 
mental health services and chronic disease management services were covered in both separate 
CHIP programs and EHB benchmark plans in aU five states. However, outpatient habilitative 
therapies and pediatric hearing services were covered inconsistently in separate CHIP programs and 
EHB benchmark plans (GAO 2013).’ The W'akely report’s examination of covered benefits also 
found that many benefits such as physician services, inpatient services, radiology, and laboratory 
services are largely consistent between separate CHIP programs and QHPs. Other services — for 
example, eyeglasses, audiology, and applied behavioral analysis (ABA) services important to children 
with autism disorders — tend to be offered more often by CHIP programs than by QHPs and with 
fewer benefit limits. Moreover, coverage of these services is highly variable even among CHIP 
programs. 

CHIP and QHPs also differ in their approach to providing pediatric dental coverage. Separate CHIP 
programs are required to provide coverage for dental services. Although pediatric oral health is an 
essential health benefit, exchange plans are not required to cover pediatric oral health benefits if 
stand-alone dental plans are available in an exchange (§1302(b)(4)(F) of the ACA).'" Thus some 
plans cover all 10 EHBs, including pediatric dental services, while others offer a stand-alone dental 
plan in addition to medical policies that exclude dental benefits. 

W’hen dental coverage is only available in an exchange as a stand-alone plan, families would need to 
purchase separate plans and pay two premiums." Moreover, individuals and families are not required 
to purchase, pediatric dental coverage when offered separately (unless required by state law)," Stand- 
alone dental plans may also establish separate cost sharing; in addition, there are no additional 
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subsidies for this coverage. Questions have been raised about the affordability of pediatric dental 
coverage and whether people will take up pediatric dental coverage in the absence of the 
requirement to do so (AAPD et al. 2013). 

Network adequacy. 'Hie adequacy of provider networks is another key consideration in 
considering a shift for low- to moderate-income children from CHIP to exchange coverage. It is 
frequently assumed that CHIP networks are better than Medicaid and QHP networks because many 
CHIP networks mirror private plan networks or that CHIP networks are designed specifically for 
pediatric needs (Hensley-Quinn and Hess 2013, Hoag et al. 2011). However, Emited empirical 
information exists to support or refute this assertion. MACPAC recently held a roundtable 
discussion with diverse stakeholders including state officials, health plan executives, physicians, and 
beneficiary advocates to shed light on the extent to which such networks differ and to learn about 
how exchange plan networks are designed. Other organizations are also studying the composition of 
networks in different gcograpliic areas and we look forward to examining more empirical 
information about network design to inform the Commission’s deliberations. Mj\CPAC is also 
exploring whether additional consumer protections might be needed to promote continuity' of care 
and ease a transition from CHIP to other sources of coverage, when such transitions ultimately take 
place. 

State Financing Issues 

In addition to examining the future of CHIP from the perspective of children and families, 
MACPAC has also considered how different poEcy scenarios will affect states. Federal funding for 
CHIP is capped and is allotted to states annually based on a methodology that reUes on each state’s 
recent CHIP spending. States have two years to spend each allotment. If CHIP funding is allowed 
to end, the Congress will also have to consider the differentia! financial impact across states. 

There ate no new federal CHIP allotments after FY 2015. Under current law, states will run out of 
CHIP funding at various points during FY 2016, depending on a number of factors, with mote than 
half of states exhausting funds in the first two quartets of the year (Figure 1). 

The primary detertninant of when states will exhaust their federal CHIP funds is how much of their 
FY 2015 allotment remains unspent at the beginning of FY 2016. Various federal policies would also 
affect when states run out of federal CHIP funds. For example, the ACA increases the federal 
matchuig rate for CHIP by 23 percentage points for FY 2016 through FY 2019. This wEl accelerate 
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the pace at which states will use any remaining federal CHIP funds in FY 2016. From the state 
perspective, states’ current share of CHIP expenditures ranges by state from 17 to 35 percent; a 23- 
point increase in the federal share would reduce the state share to a range of 0 to 12 percent — as 
long as funds are available (IvlACPAC 2014a). 

State policies may also affect when states exhaust their federal CHIP funding. For example, while 
the ACA’s maintenance of effort (MOE) requirement generally prohibits reducing children’s 
eligibility for CHIP, states are permitted to impose enrollment limits “in order to limit 
expenditures. . .to those for which Federal financial participation is available” (§2105(d)(3)(A)(ui) of 
the Act). States may also take other actions to reduce CHIP spending such as allowing CHIP 
waivers to expire and cutting payments to plans and providers. 



1st quarter 2nd quarter 3rd quarter 4th quarter End of year 

-rui v.|uaK7t u.mu v/i jrbai 


Quarter (FFY) States Projected to Exhaust CHIP Funds In FY 2016 

Note: FY 2016 spending is FY 2015’s plus 5% and reflects 23-point increase in federal matching rate. 

Source: Preliminary MACPAC analysis based on state FY 2014-2015 projections as of August 2014 on Form CMS-37. 

It is important to note that the exhaustion of CHIP funds has different implications for states 
depending upon whether children are enrolled in a Medicaid-expansion or separate CHIP program. 
If no new CHIP funds were made available, through FY 2019, states would be required to continue 
Medicaid-expansion CHIP coverage at thdr regular federal Medicaid matching rates, which are 
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significantly lower than those provided under CHIP, Approximately 3 million children enrolled in 
Medicaid-expansion CHIP would be protected with continued coverage. 

Recall, however, that Medicaid’s federal funding is open ended. Thus, for states relying on Medicaid 
expansions, there is no prospect of federal Medicaid funds running out, as with CHIP, but the state 
contribution would increase. A reduction from the CHIP matching rate— not including the 23-point 
increase for FY 2016 — to Medicaid’s traditional matching rate would generally increase state 
expenditures for those children by 43 percent (MACPAC 2014a). 

While Medicaid-expansion CHIP accounts for half of projected CHIP spending nationally, that 
national number obscures the state variation and thus the differential effects on state budgets once 
CHIP funding is exhausted. In 10 states. Medicaid-expansion CHIP accounts for more than 90 
percent of projected CHIP spending. Thus, once CHIP funding is exhausted, these 10 states must 
continue coverage at increased state cost for nearly all of their current CHIP population. At the 
other end of the spectrum, another 10 states have less than 10 percent of CHIP spending 
attributable to Medicaid expansions and thus would face little increased state spending if services are 
financed under the regular Medicaid match once CHIP funding is exhausted (Figure 2). 

By contrast, states operating separate CHIP programs (now serving over 5 million children) are not 
subject to the maintenance of effort if CHIP funding is exhausted, and thus would have no legal 
obligation to continue financing coverage for these children. These states’ only federal requirement 
would be to have procedures to enrol! children in exchange plans that are certified as being 
comparable to CHIP, if available. Thus, states with a separate CHIP program could be released from 
any state spending and separate CHIP coverage would effectively end. Many of those affected 
children would become uninsured or face significantly higher cost sharing and potentially different 
benefits and provider networks in the exchange. For children who would qualify for subsidized 
exchange coverage if their CHIP coverage were to end, the cost of the subsidy would be entirely 
federal. 
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Figure 2. Percentage of States’ CHIP Spending for Medicaid Expansions, FY 2015 
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Source: Preliminary MACPAC analysis based on state FY 2015 projections as of May 2014 on Form CMS-37. 


MACPAC’s anatysis of state financing issues is ongoing. We expect to get new numbers on the final 
federal allotments later this month. Combined with relatively recent projections from states, we will 
soon have a clearer picture of how different states will be affected and we intend to share those 
analyses when complete. 


Conclusion 

CHIP has clearly played an important role in providing access to health care coverage to millions of 
low- to moderate-income children who would have otherwise been uninsured. In addition, some of 
CHIP’S design features provided a platform for state innovadons to improve take-up of public 
coverage among eligible but uninsured children. Many states branded their CHIP programs 
separately from Medicaid and launched targeted outreach and marketing efforts. These strategies 
increased enrollment of children in both CHIP and Medicaid, further reducing uninsurance rates 
among children. Outreach and enrollment techniques that often began as experiments in CHIP in 
individual states were subsequently identified as best practices and, in some cases, are now required 
in all states for both CHIP and Medicaid. 


Even so, changes in the policy environment dictate a re-examination of CHIP’S role and purpose. 
MACPAC has recommended a two-year extension of CHIP to provide the impetus to make the 
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legislative and regulator)’ changes necessary to smooth the transition and to make other coverage 
options work well for children now covered by CHIP. A short-term extension is also more fiscally 
prudent. 

MiVCPAC’s Commissioners urge the Congress act soon to extend CHIP so that states do not 
respond to uncertainty around CHIP’S future by implementing policies that reduce children’s access 
to needed health care services. 

Thank you, members of the Subcommittee. I would be happy to answer any questions you may 
have. 
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Mr. Pitts. Chair thanks the gentlelady. Thanks to all the wit- 
nesses for your testimony. 

We will now begin questioning, and I will recognize myself 5 
minutes for that purpose. 

Start with CRS and MACPAC. What is the impact on the federal 
budget if federal CHIP funding is or is not extended, and how does 
that differ based on whether the current match rate is increased 
or not, and whether or not it is a 2- or 4-year extension? Ms. Mitch- 
ell? 

Ms. Mitchell. I can’t tell you for sure, that is definitely a ques- 
tion for the Congressional Budget Office, but I can tell you that we, 
as we have said, the children in CHIP Medicaid expansion pro- 
grams would continue to receive coverage at a lower federal match- 
ing rate through at least fiscal year 2019 due to the MOE. If CHIP 
funding ends, we know that at least some children will be covered 
under the qualified health plans in the health insurance exchanges 
with some — with subsidized coverage, and some children would be 
uninsured. And you are talking about the 23 percentage point in- 
crease, if that is taken away, then funding for the CHIP program 
would be less than under current law because we would maintain 
the current E-FMAP rates, rather than the 23 percentage point in- 
crease. 

Mr. Pitts. Dr. Schwartz? 

Ms. Schwartz. Yes, we received a cost estimate from the Con- 
gressional Budget Office for MACPAC’s recommendation, and for 
the 2-year extension CBO estimated that it would increase net fed- 
eral spending by somewhere between $0 and $5 billion above the 
current law baseline. That’s a very big bucket. If CHIP were fully 
funded, to speak to the 23 percentage point bump, if CHIP were 
fully funded in fiscal year 2016, with the 23 percentage point 
bump, spending would be about $15 billion. Without it spending 
would be $11.3 billion. 

Mr. Pitts. All right, let us stay with you. Dr. Schwartz. What is 
the impact on states if CHIP funding is not extended? 

Ms. Schwartz. The impact on states differs as to whether they 
operate their program as a Medicaid expansion CHIP program, in 
which case they have a continued obligation to provide services for 
those children under the Medicaid program at their regular Med- 
icaid match, which is lower, in the aggregate, about a 43 percent 
increase for states because of the difference between the two 
matching rates. It is different across different states because of the 
design decisions that they have made, and the extent of their en- 
rollment that is enrolled in Medicaid expansion CHIP versus sepa- 
rate CHIP. 

Mr. Pitts. OK. Ms. Baumrucker, there are nearly 270,000 chil- 
dren in Pennsylvania in CHIP. The Affordable Care Act required 
states to transition CHIP children aged 6 through 18, in families 
with annual incomes of less than 133 percent federal poverty level, 
to Medicaid beginning January 1 of this year. This was a big issue 
for people in my district in Pennsylvania. Nationally, do you know 
how many hundreds of thousands of children lost their CHIP cov- 
erage this year, and were instead enrolled into Medicaid as a result 
of the Affordable Care Act? 
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Ms. Baumrucker. There was an estimate — there we go. There 
was an estimate that was done hy the Georgetown Center for Chil- 
dren and Families in August of 2013 that suggested that 21 states 
were transitioning — were required to transition their separate 
CHIP program children into CHIP Medicaid expansion programs as 
a result of the ACA eligibility changes, and according to George- 
town and Kaiser, this represented about 28 percent of CHIP enroll- 
ees, or approximately 562,000 children. 

Mr. Pitts. OK. Let’s go back to MACPAC. In 2007, CBO wrote 
a paper saying the literature on crowd-out for CHIP children 
ranged from 25 to 50 percent. A 2012 report from the National Bu- 
reau of Economic Research found the upper bound of the rate of 
crowd-out to be 46 percent. What concerns does MACPAC have re- 
garding to what extent this CHIP coverage crowds out private cov- 
erage? 

Ms. Schwartz. Clearly, crowding out private coverage is not de- 
sirable, particularly in terms of federal spending. MACPAC has not 
done its own analyses of crowd-out, and we have cited the CBO re- 
port that you have cited. The Secretary’s recent evaluation of the 
CHIP report — CHIP program has a much lower number. An article 
that came out in Health Affairs a couple of months ago reported 
a much higher number. And I think that the experts are somewhat 
at a loss as to a point estimate. 

We observe private coverage declining, we observe CHIP cov- 
erage increasing, but it is very difficult to design a study that prop- 
erly teases out the role of CHIP in that dynamic. 

Mr. Pitts. Ms. Yocom, you want to comment on that question? 
What concerns does GAO have that might duplicate private — that 
this might duplicate private coverage and unnecessarily increase 
federal expenditures? 

Ms. Yocom. Well, similar to what Dr. Schwartz said, there is al- 
ways a concern if you are substituting federal dollars for private 
dollars. One issue with crowd-out is, it is extremely difficult to 
measure, and then even if measured, it is extremely difficult to 
think about causality and what happens with it. 

One of the issues that we ran into in looking at this many years 
ago now, which I think is still relevant, is the fact that the insur- 
ance coverage available was not necessarily comparable to what 
was being offered. So while there was a substitution effect, you 
weren’t substituting a similar type of coverage. Under the Afford- 
able Care Act, there will be more standardization of what is a 
qualified health plan, and it may be a little bit easier to take an 
analysis and look and see what types of substitution might be hap- 
pening. 

Mr. Pitts. Thank you. 

Chair recognizes the ranking member, Mr. Pallone, 5 minutes for 
questions. 

Mr. Pallone. Thank you. I wanted to ask Dr. Schwartz, in the 
CHIP reauthorization legislation in 2009, Congress gave states the 
new option to reduce bureaucracy and help make the Medicaid and 
CHIP enrollment process easier, called express lane eligibility. And 
this state option was only authorized on a temporary basis, but re- 
cently Congress acted to extend it through September of next year. 
This provision allows states to use family data from other programs 
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like SNAP to determine Medicaid and/or CHIP eligibility, and it is 
a win for families that don’t have to keep providing the same info 
twice, and it is a win for states who have demonstrated this ap- 
proach saves administrative dollars. 

It seems to make little sense that Congress would have to keep 
authorizing this commonsense provision. So, Ms. Schwartz, I be- 
lieve that MACPAC has examined this issue, and could you tell us 
what you have found, and also what the Commission recommends 
with respect to express lane eligibility? 

Ms. Schwartz. Yes 

Mr. Pallone. You put the mic on, yes. 

Ms. Schwartz. One of our statutory requirements is to comment 
on reports of the Secretary to the Congress, and in April, MACPAC 
sent official comments to this committee and to others on the man- 
dated evaluation of express lane eligibility by the department. In 
that letter, MACPAC noted its support for making express lane eli- 
gibility a permanent option, presuming that it does not result in in- 
correct eligibility determinations. 

The Commission also recommended that express lane be ex- 
tended to adults, which would be consistent with other actions that 
have been taken to simplify and streamline enrollment processes, 
and also would allow processing of the family as a unit, rather than 
processing parents and children separately. 

The Commission also noted that it would allow states — the 13 
states that have used express lane, that have invested in this ap- 
proach to continue to maintain the gains that they have seen, not- 
ing, for example, that the state of Louisiana told the Commission 
that they had reduced 200 eligibility worker positions as a result 
of adopting express lane. 

And finally, in that letter the Commission noted the need for 
guidance from CMS to the states on how to measure the accuracy 
of eligibility determinations. 

Mr. Pallone. Thank you. Let me ask, as you know, just having 
health insurance isn’t enough; the coverage needs to be affordable, 
both when you go to the doctor, and also in the amount of money 
you have to pay to keep insured. And as you know, Medicaid in- 
cludes important out-of-pocket cost protections for children with re- 
spect to premiums and copayments. And sometimes we hear that 
beneficiaries need to have more skin in the game, or states should 
be allowed to charge beneficiaries more in the name of personal re- 
sponsibility. I believe MACPAC has looked into the issue of how 
out-of-pocket costs like premiums affect access, and would have you 
found, and again, what did you recommend? 

Ms. Schwartz. Yes, in the Commission’s March 2014 report to 
the Congress, the Commission made a recommendation to align 
premium policies in separate CHIP programs with those in Med- 
icaid so that families with incomes below 150 percent of the federal 
poverty level should not be subject to CHIP premiums. The re- 
search shows that children and families at this low level of poverty 
are much more price-sensitive than higher income enrollees, and 
below 150 percent of the federal poverty level, premium require- 
ments increased uninsurance substantially. 
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This recommendation would affect only eight states that continue 
to charge CHIP premiums below 150 percent of the federal poverty 
level. 

Mr. Pallone. Well, thank you, Doctor. I hope we can see Con- 
gress implement this commonsense MACPAC recommendation and 
protect low-income children from losing coverage as a result of 
unaffordable premiums. 

And again, I just wanted to ask you, I have heard some people 
argue that Medicaid is somehow harmful for patients, I am getting 
into Medicaid now, and that is because there is inconsistent quality 
or lack of information about quality, and somehow the program is 
bad for patients, but I wanted to ask you, do you think inconsistent 
quality or lack of quality info is a problem unique to Medicaid, or 
is that something our health system as a whole struggles with? I 
was particularly interested in this recent study on the Oregon Med- 
icaid program that shows that Medicaid really does make a dif- 
ference. And if you could comment on that or any other states. 

Ms. Schwartz. Yes. The Commission recently submitted a com- 
ment letter on the department’s report on use of quality measures, 
the science of quality measurement, and the infrastructure for both 
measuring and holding health systems accountable for quality is 
growing. There is more work to be done. A very important factor 
to keep in mind when looking at differences in quality is an adjust- 
ment for health status because, clearly, individuals who are sicker 
to be^n with tend to have poorer health outcomes. When the prop- 
er adjustments are done for health status, Medicaid beneficiaries 
tend to do as well as others. Of course, there is room for improve- 
ment across the health system. 

Mr. Pallone. All right, thank you very much. 

Mr. Pitts. Chair now recognizes the vice chairman. Dr. Burgess, 
5 minutes for questions. 

Mr. Burgess. Thank you, Mr. Chairman. And I apologize for my 
absence. I am toggling between two subcommittee hearings this 
morning. It is always a challenge. 

Let me ask Ms. Yocom, you were talking to the subcommittee 
chairman about the crowd-out issues. I am actually also interested 
in the provider update rates. We oftentimes hear SCHIP and Med- 
icaid lumped in together, that a patient with a private insurance 
policy has about a 75 percent chance of a physician taking a new 
patient, whereas with Medicaid and SCHIP lumped together, it is 
under 50 percent. Do you have a sense as to where the actual 
CHIP program falls in that? 

Ms. Yocom. The survey data that we looked at that surveyed 
physicians, I believe we combined both Medicaid and CHIP to- 
gether. In looking at the MBPS data and the issues about referring 
to specialist care, which seems to be where the biggest access issue 
is, CHIP fared slightly better than Medicaid, and both programs 
fared significantly better than someone who was uninsured. There 
was a statistical difference between those who were privately in- 
sured, however. There was better access for someone with private 
insurance in specialty care. 

Mr. Burgess. I will just — I practiced for a number of years in 
north Texas and my own experience was that it was hard to find 
specialty physicians, particularly in Medicaid because a larger pro- 
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portion of my patients — I was an OB/GYN — and a larger proportion 
of my patients were covered by Medicaid rather than SCHIP but 
it was difficult. And one of the obstacles always seemed to be the 
administrative barriers that were placed in front of the physician 
for either being enrolled in the program, difficulty getting paid, re- 
imbursement rates are always an issue, but over and above that, 
there was a hassle factor associated with, particularly Medicaid, 
but I suspect in both Medicaid and SCHIP. 

Has GAO looked into that? 

Ms. Yocom. Some of the studies we have done would confirm 
that from the perspective of physicians, that it is not just about the 
payment, it certainly is also about the paperwork and the require- 
ments that are involved. 

The thing that is always difficult in looking at the program is 
balancing those requirements for documentation against some of 
the bad actors who are capitalizing on the services, and I think 
that is a constant struggle. 

Mr. Burgess. And, of course, it is just anecdotal, but I did hear 
from physicians who would tell me, OK, I will see this patient be- 
cause I like you and you are a friend. I am not going to submit any- 
thing for payment because it is just not worth my — I will pay more 
in having my office submit this for payment than I would ever be 
reimbursed. Is that just unique to north Texas, or have you heard 
that in other areas as well? 

Ms. Yocom. In the times that we have interviewed physician 
groups and things like that, that has come up. There is no way to 
quantify how big that is. I think many physicians do — they do want 
to help people who need care, and they can’t. They also have to run 
a business. 

Mr. Burgess. Right. 

Ms. Yocom. So sometimes that is where some of those limits 
come in. 

Mr. Burgess. Let me just ask a question generally, and really 
for anyone on the panel, but. Dr. Schwartz, it is particularly to you. 
We kind of heard during this subcommittee, during the passage of 
the Affordable Care Act, that once we were able to be in the elision 
fields of the ACA, programs like SCHIP wouldn’t be necessary any 
longer. So is SCHIP still necessary with the full implementation of 
the Affordable Care Act? 

Ms. Schwartz. I think when the Commission took a deep look 
last year at the coverage and the benefits and cost sharing that is 
available in the exchanges, these concerns surfaced, and our anal- 
yses primarily relied on GAO’s work comparing benefits and cost 
sharing between separate CHIP programs and benchmarks for the 
design of exchange benefits. 

We are now looking, now that there are real data on premiums, 
and real data on the benefits being offered by plans, we are trying 
to get a better sense of where those differences are and the mag- 
nitude of those differences. We have shared some of that informa- 
tion with the Commission, and I would anticipate some rec- 
ommendations coming from the Commission by our June report 
this year to address those issues around adequacy and afford- 
ability. But right now, the Commission’s concern is that the 
changes are not ready for the CHIP kids, and that a significant 



56 


number of kids with CHIP would not be able to afford the exchange 
coverage. 

Mr. Burgess. Well, I appreciate that answer. And my time has 
expired, so I will leave it there, but I do just want to point out that 
June is great, but we will be talking reauthorization prior to June, 
so all of the, you know, expediting you can do with that report will 
be helpful to members of the subcommittee. 

So thank you, Mr. Chairman. I will yield back. 

Mr. Pitts. Chair thanks the gentleman. 

The ranking member has a UC request. 

Mr. Pallone. Mr. Chairman, I wanted to ask unanimous consent 
to submit for the record, on behalf of Congressman Lance, a state- 
ment submitted for the hearing by the March of Dimes. 

Mr. Pitts. Without objection, so ordered. 

[The information appears at the conclusion of the hearing.] 

Mr. Pitts. And the chair recognizes the gentleman from New 
York, Mr. Engel, 5 minutes for questions. 

Mr. Engel. Thank you very much, Mr. Chairman. Thank you for 
holding today’s hearing. Thank you, Mr. Pallone. 

And let me first say, I have always been a strong supporter of 
CHIP. With funding for the program set to end in less than a year, 
I believe it is really imperative that Congress acts quickly to pro- 
vide assurances to the states and the children served by this pro- 
gram, that their access to healthcare services will continue. It is 
absolutely imperative. It has been a tremendous success in my 
home state of New York. When CHIP was enacted, there were over 
800,000 uninsured children living in New York. Now we are down 
to about 100,000 uninsured children, which represents a nearly 90 
percent decline. Our program, titled Child Health Plus, is currently 
providing quality affordable healthcare to approximately 496,000 
New York children. And after 2 decades of great success, I would 
like to see funding continue for this very important program, which 
is why I am pleased to be a cosponsor of Mr. Pallone’s legislation, 
the CHIP Extension and Improvement Act, and it is my hope that 
the committee will act quickly on this legislation. 

Let me start with Dr. Schwartz. MACPAC unanimously rep- 
resented that CHIP funding be extended for 2 years. Can you 
elaborate on what issues MACPAC recommends Congress, HHS, 
and the states focus on in the intervening years to ensure that chil- 
dren maintain access to vital healthcare services? 

Ms. Schwartz. Yes. The Commission’s key concerns are the ex- 
tent to which children will have an alternate source of coverage, 
the affordability of that coverage, the adequacy of the coverage in 
terms of the benefits that are covered, and the adequacy of the net- 
works, and the differential impact on states. Those are the areas 
in which we are looking, and that is the reason for the 2-year rec- 
ommendation for funding because those questions can’t be solved 
quickly, but we believe that a 2-year time frame would provide the 
impetus to make those changes to a smooth transition to other 
sources of coverage. 

Mr. Engel. Well, thank you. Let me also say. Dr. Schwartz, I 
couldn’t agree more with the statement in your written testimony, 
and I am going to quote you when you said, “an abrupt end to 
CHIP would be a step backward from the progress that has been 
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made under CHIP.” And that is so true because the cost of living 
in my area of New York is quite high, and there is a significant 
difference in healthcare costs for those on CHIP, and the child-only 
policies available through our exchange. New York State of Health. 

CHIP has been tremendously successful in providing lower-mid- 
dle-income children with affordable health insurance, and for them 
to possibly lose that coverage would be very unfortunate. 

So, Dr. Schwartz, we touched on it a little bit before in one of 
the questions, but can you or any of the other witnesses elaborate 
on the cost differences between CHIP and plans available in the 
various state health insurance exchanges that have been exam- 
ined? Ms. Yocom? 

Ms. Yocom. Sorry. Yes. We did find that cost was one of the 
areas where we could pretty consistently see that there was a dif- 
ference between CHIP and the benchmark plans. There is a higher 
use of deductibles and larger deductibles. Premiums were more 
likely to be lower in CHIP. And the other thing, of course, is that 
CHIP is limited to 5 percent of a family’s income. On the bench- 
mark and qualified health plan side, there is a limit on premiums, 
but other costs are not necessarily counted in that limit. So it is 
a little more difficult to be sure that things remain affordable. 

Mr. Engel. Thank you. Let me also ask anyone on the panel, if 
CHIP funding does not continue past this fiscal year, what will 
happen to the children in states that run separate CHIP programs, 
but do not have plans in place through their exchanges that are 
comparable to CHIP in benefits and cost sharing? And coupled with 
that is, do states have any obligation to help transition bene- 
ficiaries to affordable exchanges plans? 

Ms. Yocom. The states’ obligation is to take those children and 
screen them first for Medicaid eligibility, and then to consider them 
for coverage under the exchange. Our work identified about 1.9 
million children who are likely not to qualify for the exchange be- 
cause of having a parent that has employer-sponsored coverage. 
And affordability has been defined as a single, self-only coverage 
amount, and not a family coverage amount. That difference, in 
looking at what the costs are, could place some people out of the 
market in terms of being able to afford 

Mr. Engel. And that just shows how imperative it is that CHIP 
funding continues past this fiscal year. 

Thank you, Mr. Chairman. 

Mr. Pitts. Chair thanks the gentleman. 

We still have two more hearings next week in the Health Sub- 
committee, but let me just say in case I don’t get to say it next 
week, we are going to be losing Dr. Gingrey, a very valued member 
of our Health Subcommittee, and I am pleased to recognize him for 
5 minutes for questions at this time. 

Mr. Gingrey. Chairman Pitts, thank you very much. I certainly 
appreciate that. I am going to miss you guys and gals on this great 
committee. 

My question and comment will pertain to fiscal responsibility 
and, indeed, sanity. So before I get into that, I want to make sure 
everybody understands, my colleagues especially, that I think the 
Medicaid program is a great program, going back to 1965. And I 
think the CHIP program, in Georgia we call it Peach Care, I think 
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it is a great program, going back to 1997 and 2009, and all that 
has been discussed, but naturally, I am a fiscal conservative, and — 
as we all should be, and worried about the increased spending and 
responsibility, particularly to our states. 

Obamacare included a provision which requires, as you know, the 
states to maintain income eligibility levels for CHIP and Medicaid 
through September 2019 as a condition of receiving payments 
under Medicaid and SCRIP, notwithstanding the lack of cor- 
responding provision federal appropriations for fiscal year 2016 
through 2019. This provision is often referred to, as has been men- 
tioned, the Maintenance of Effort, or MOE, requirement. 

While Medicaid and CHIP costs are increasing, is this effectively 
an unfunded mandate on states? And the last question, and more 
importantly, while a lot of states, a lot of states, have suggested ex- 
tending the CHIP funding for these — that 4-year gap, is it fair to 
say that they are assuming that the MOE, Maintenance of Effort, 
remains, but they might feel differently if MOE was scraped. And 
I, indeed, have called many times since March of 2010 for elimi- 
nating that Maintenance of Effort requirement. I think if — you 
might have more states accepting Medicaid expansion up to 133 
percent of the federal poverty level if they could make sure that the 
people that were enrolled were indeed eligible, and doing that peri- 
odically, if it is every 1 or 2 or 3 years or whatever, because we 
want the money to go to those that really need it. 

So any member really of the panel, and we can start with Ms. 
Baumgartner if you like. I know I mispronounced your name, but 
why don’t you go ahead and respond to that for me, if you will? 

Ms. Baumrucker. So I hear — there are a lot of issues that you 
discussed in the — in your question and in your comment about 
whether or not CHIP funding — what is the responsibility of states 
after the MOE — with the MOE in place. And so as we have dis- 
cussed on the panel today, Medicaid expansion children continue to 
be enrolled in the Medicaid program, and are matched at the fed- 
eral matching rate for the Medicaid program. The separate CHIP 
children, if there are qualified health coverage through — if there 
are Secretary-certified plans available in the exchanges, separate 
state children would first be screened for Medicaid, and if they are 
eligible, they would be enrolled there. Otherwise, the CHIP pro- 
gram requires them, under current law, to be — if there are certified 
coverage that — enrolled in that coverage. So if you remove the 
MOE requirements, then it would be up to states as to whether or 
not they would continue their child coverage going forward, but at 
this point, that 2019 requirement requires states to maintain Med- 
icaid, and the CHIP question 

Mr. Gingrey. Well, Dr. Schwartz, would you like to respond to 
that as well? 

Ms. Schwartz. I would just say that in talking with the folks 
who run CHIP programs in the states, that they are very con- 
cerned about needing to know what the future is for their state 
budgeting purposes, and concerned about what will happen to the 
kids that they are currently responsible for. And I believe that is 
well reflected in the letters from the governors 
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Mr. Gingrey. Well, I am going to interrupt you just for a second. 
I apologize for that, because my time is running out and I wanted 
just to make a comment. 

The question was brought up about the express lane process, and 
expanding that into the future. I am very concerned about the ex- 
press lane if people that are eligible, let’s say, for the SNAP pro- 
gram are automatically eligible for Medicaid expansion or SCHIP, 
when there are some states, and we know this, who make people 
eligible for the SNAP program by virtue of the LIHEAP program, 
where they are giving them $1 a month to make them eligible, and 
then they are automatically eligible for SNAP. And now this ex- 
press lane would make some of those people automatically eligible 
for the SCHIP program and Medicaid expansion. So it goes on and 
on and on. And we have a responsibility on this committee to make 
sure that we look at that problem and solve that before we go ex- 
panding coverage and appropriations for an additional 4 years. 

So, Mr. Chairman, thanks for your indulgence, and I yield back. 

Mr. Pitts. Again, the chair thanks the gentleman. 

And now recognize the gentlelady from California, Ms. Capps, 5 
minutes for questions. 

Mrs. Capps. Thank you, Mr. Chairman, Ranking Member 
Pallone, for holding such an important hearing. 

Since its inception, CHIP, or C-H-I-P, has been a critical 
healthcare program for children. I think we all agree upon that. It 
has let parents rest easier and has shown the Nation what bipar- 
tisan support can do to make a real impact on each of our commu- 
nities. And my background as a long-time school nurse, I can’t im- 
press upon my colleagues, and I know I have run this into the 
ground, but the importance of our children having a formal connec- 
tion early on to the healthcare system, not just for when they get 
sick, but to keep them healthy, to keep them thriving and ready 
to learn. 

The CHIP program is key to the health and economic security of 
all of our families, linking over 8 million of our Nation’s children 
to care, and together with Medi-Cal, my state’s Medicaid program, 
which we call CHGP in California, these programs have cut the 
rate of children’s uninsurance by half. This is something that must 
be supported and continued. 

And one thing I want to touch on briefly in response to a ques- 
tion earlier from our chairman, MACPAC does offer impressive cov- 
erage statistics for children over the history of CHIP. The share of 
near-poor children without health insurance has dropped 22.8 per- 
cent in 1997, to 10 percent in 2013, which is remarkable. Even 
while private coverage rates declined from 55 to 27.1 percent. Sim- 
ply put, at a time when employer-sponsored coverage was declin- 
ing, we still managed to bolster coverage for children. 

Private coverage rate — rates also declined precipitously for near- 
poor adults, from 52.6 percent to 35.8 percent. So clearly, CHIP 
wasn’t the reason why private rates declined, but it and Medicaid 
were the reason why children’s coverage improved, despite an over- 
all decline in private coverage. 

Similarly, all of you — each of you has highlighted significant 
issues that could arise if the CHIP program is not funded for addi- 
tional years. Children could become uninsured, eroding the 
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progress we have made since the beginning of the program, and 
cost to taxpayers would go up, since keeping kids in CHIP costs the 
Federal Government so much less than moving them to an ex- 
change marketplace coverage. 

So my first question, just to get on the record, and I don’t care 
who answers this, if CHIP funding is not extended, what would 
happen to the overall rate of uninsured children? Anyone want to 
put that out? 

Ms. Schwartz. I don’t think we have calculated an overall rate 
of uninsured children, but the estimate that we have relied on to 
date is that about 2 million children would lose coverage. We are 
now doing additional analyses to get a better sense and more clar- 
ity around that number. 

Mrs. Capps. Thank you. And I think that gives us the big picture 
of how important this program is. 

And for those CHIP children who would become insured through 
the exchanges, how would this affect their level of appropriate age- 
specific benefits and the affordability of coverage? Again, sort of a 
generalized question for anyone. Thank you, Ms. Yocom. 

Ms. Yocom. Sure. Affordability certainly would change, and costs 
would likely be higher for families who move from CHIP to the ex- 
change. In terms of benefits, we identified a few benefits that were 
generally better under CHIP than under Medicaid 

Mrs. Capps. Yes. 

Ms. Yocom [continuing]. Sorry, under the exchanges, and those 
were vision and dental 

Mrs. Capps. Yes. 

Ms. Yocom [continuing]. And some on rehabilitative services, but 
that was a bit more mixed. There were also CHIP plans that did 
not have rehabilitative services as well. 

Mrs. Capps. I see. So, Dr. Schwartz, specifically for you, in terms 
of logistics, if CHIP funding is not extended, what are the implica- 
tions for state legislatures? 

Ms. Schwartz. State legislatures will begin meeting soon. Those 
that meet for less than the full year, in January, are very con- 
cerned about this issue, and need to have some kind of contingency 
plan if the federal funding runs out. The National Conference of 
State Legislatures have said that this is problematic for all state 
legislatures, whether they have a full-time legislature or one that 
meets every 2 years, or one that meets annually. 

Mrs. Capps. Is there an estimate on when states would run out 
of CHIP money, and when families would have to be notified that 
they will no longer have coverage? 

Ms. Schwartz. With regard to when the funding would run out, 
it is different in different states, as I mentioned in my testimony. 
But every state will run out by the end of 2016. 

On the question of notice requirements, there are notice require- 
ments under current law. This is a somewhat unique situation, and 
so that would be an area where, certainly, we would like to get 
some clarity from CMS about what states would be required to do. 

Mrs. Capps. I know I am over my time, but for our part, I don’t 
believe we as a committee would allow that to happen, and that is 
why H.R. 5364, the CHIP Extension Improvement Act, is a good 
bill to sign on to. Happy to have done that. 
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Thank you very much again for being here. 

Mr. Pallone [presiding]. Gentlelady’s time has expired. 

The chair now recognizes the gentleman from Virginia, Mr. Grif- 
fith, 5 minutes for questions please. 

Mr. Griffith. Thank you, Mr. Chairman. 

And if anyone could respond to this, or all of you, in response to 
Chairman Upton and Ranking Member Waxman’s letter and ques- 
tions, Virginia Governor, Terry McAuliffe, raised the issue of allow- 
ing coverage of medically necessary institution for mental disease, 
and the placements for CHIP-eligible children, which is currently 
available to children on Medicaid. Given the work that this com- 
mittee has done on mental health under Chairman Murphy, or in 
the Oversight and Investigations Committee that Chairman Mur- 
phy chairs during this past year, and hearing that testimony, and, 
of course, being aware of the tragedies that took place, while it may 
not have been helped, at Virginia Tech and elsewhere in Virginia, 
I think this is something that ought to be considered. 

Do any of you all have thoughts on whether or not CHIP should 
include providing this type of mental health coverage? 

Ms. Schwartz. I would just say that MACPAC began this fall a 
focused inquiry on behavioral health services in Medicaid and 
CHIP. We are still learning and identifying the problems and the 
concerns. Coverage in institutions of mental diseases in Medicaid 
has certainly been a concern, and that will be an area where you 
will see more from us in the future. 

Mr. Griffith. Because one of the areas — just to underline this 
for you all — one of the areas that we have identified, and Chairman 
Murphy’s hard work on this issue and those of us on that com- 
mittee, is that so many young people, particularly young males be- 
tween the ages of 14 and it goes over to like 28, which would not 
apply to CHIP, but particularly these 14-year-olds I am concerned 
about and up to the 18 age, they are not getting treatment. They 
know there is something wrong, the families know there is some- 
thing wrong, but they are not even going in to get treatment for 
over a year before they begin, and that creates a lot of — or starts 
the process, and in a lot of cases it ends up in very tragic situations 
without getting that treatment. 

All right, let us move on to other subjects while I still have some 
time. 

The American Action Forum, run by former CBO Director, Doug 
Holtz-Eakin, estimated in September that 1.6 million children cur- 
rently in CHIP would fall into the family glitch. 

Ms. Baumrucker, can you explain for those who might be watch- 
ing this hearing later or now, what is the family glitch and why 
is that of concern particularly related to CHIP? 

Ms. Baumrucker. So under the regulation from CMS, or IRS, af- 
fordability or whether or not you have access to insurance coverage 
that is affordable, so whether you would have access to subsidized 
coverage through the exchanges, is defined against an individual, 
not a full family. And so the idea behind families that would fall 
into that family coverage glitch is that they may have access to em- 
ployer-sponsored insurance, but that that insurance coverage would 
be under the 9.5 percent of their annual family income, and so 
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would be considered affordable, but may or may not be based on 
their income against poverty level. 

Mr. Griffith. OK, so if I can clarify, and I understand it but I 
want to make sure the public understands it as well. What you are 
talking about is, is that in order to be affordable, it has to be 9.5 
percent of the individual’s income or the family income, but that 
is determined against the individual employee’s wages, and if they 
happen to have, particularly in a single-parent household and they 
have three or four children at home, when you add the cost of cov- 
ering the children, it is no longer 9.5 percent or less of their in- 
come, it goes up above that, but for purposes — the Affordable Care 
Act did not take that into calculation, or at least the regulations 
based upon the Affordable Care Act, did not take that into consid- 
eration, and so we have families out there who, notwithstanding 
the fact it is deemed affordable by the Internal Revenue Service, 
it may not be affordable. Is that a correct restatement of what you 
said? 

Ms. Baumrucker. I would agree with that. 

Mr. Griffith. I appreciate that. Thank you so much. 

That being said, and I am going to have to truncate this a lot 
because I talk too much, which often happens. Dental insurance, 
there is a real concern there with the dental insurance aspects re- 
lated to the Affordable Care Act, and of course, we know there was 
the double counting issue. Related to CHIP, what can you all tell 
me about how many children are currently getting dental services 
under CHIP, and how this may be impacted as well by the Afford- 
able Care Act? And I saw Ms. Yocom nodding. I would be happy 
for you to give me an answer. And I have 20 seconds left. 

Ms. Yocom. OK. No pressure. We did do some work on dental, 
and it is sort of a good-news, bad-news. The good news is dental 
coverage and use of dental services in Medicaid and CHIP has ac- 
tually shown some improvement over the last few years. The bad 
news is it is still not on par with private insurance. OK? 

Mr. Griffith. I appreciate that. 

And my time being up, I yield back. Thank you, Mr. Chairman. 

Mr. Pitts. Chair thanks the gentleman. And 

Mrs. Capps. Mr. Chairman. 

Ms. Pitts [continuing]. Mrs. Capps, you are recognized for a UC 
request. 

Mrs. Capps. Yes. I apologize for not doing this on my time but 
I wanted to ask unanimous consent to insert into the record the 
statement from the National Association of Pediatric Nurse Practi- 
tioners in support of the Child Health and Disability Prevention 
Program, and swift passage of funding for this program. And I 
yield back. 

Mr. Pitts. And without objection, so ordered. 

[The information appears at the conclusion of the hearing.] 

Mr. Pitts. Ms. Castor, you are recognized for 5 minutes for ques- 
tions. 

Ms. Castor. Thank you, Mr. Chairman. And I want to thank you 
and Ranking Member Pallone for your leadership on SCHIP. And 
I would like to thank our witnesses who are here today for lending 
your expertise on the financing of SCHIP, and the impact of var- 
ious policy decisions at the federal and state level. 
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I come from the state of Florida, and we take great pride that 
an early precursor to SCHIP was developed in the state of Florida, 
in the late ’80s and early ’90s. I think it was very smart, they cre- 
ated insurance that is specific to children’s needs, and they started 
with public school enrollment to create a large group that gave the 
state negotiation power to go out and get the best rates to cover 
children, and they used the data that they gathered there to dem- 
onstrate to other states that it is very cost-effective, that — com- 
pared to adults a lot of time, children are pretty inexpensive when 
it comes to taking care of their healthcare needs. So that allowed 
other states and the Federal Government to say, hey, this is a 
smart policy to invest in children, negotiate lower rates for 
healthcare coverage. 

So now, years later, it is widely embraced, and in response to the 
committee’s July correspondence to states asking for their input, 
the overwhelming number of states have said, yes. Congress, 
please extend funding for State Children’s Health Insurance Pro- 
gram. So we should do this as soon as possible, the Congress 
should act. First, it would give families the peace of mind that they 
need that their children are going to be able to get to the doctor’s 
office, get the vaccination thingy, get the dental care that they 
need, but as Dr. Schwartz has pointed out, early in the new year, 
states are going to be putting their budgets together and they real- 
ly need this information from the Congress and on the federal side 
of what the funding is going to be. So I would urge us to try to get 
this done in the lame duck to give that certainty, or at least in the 
early part of the new year tackle it and move it through as quickly 
as we can. 

I would like to ask a couple of questions about who remains un- 
insured, and what the barriers are, because even with all of this 
progress over the past years, we still have — I don’t know. Dr. 
Schwartz, did you say 10 percent uninsured? It varies state to 
state. In my State of Florida, we are still not doing all that we 
should. 

What are the barriers today to getting children enrolled? Does it 
involve the waiting lists, and then I will have a couple of other 
questions to ask you. 

Ms. Schwartz. Well, I think there are many different factors, 
and I am not going to be able to quantify how much each contrib- 
utes to that amount. There are many children who are eligible for 
Medicaid and CHIP who are not enrolled because of lack of aware- 
ness or lack of understanding. Certainly, waiting periods for CHIP 
coverage do mean that those children remain uninsured in the pe- 
riod in which they have applied, but are not eligible for coverage. 
There are children as well whose immigration status does not per- 
mit them to be covered under Medicaid and CHIP. 

Ms. Castor. So on the waiting list issue, the MACPAC has ad- 
vised the Congress that one way to ensure that children get cov- 
ered is to eliminate those waiting lists. And hasn’t this been the 
trend in states over the past couple of years? I think I read that 
at least 20 states have eliminated that waiting list. Unlike the 
State of Florida, unfortunately, I think they still say, OK, families 
and kids, you have to wait 2 months, which really doesn’t seem to 
make a lot of sense when you acknowledge it is important for chil- 
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dren to be healthy and ready to learn in the classroom. What is 
going on with the waiting list? 

Ms. Schwartz. Yes, you are correct that states have been elimi- 
nating their waiting lists. The 37 states that began 2013 with 
CHIP waiting periods, by 2014, 16 had eliminated those. The Af- 
fordable Care Act also required states to limit waiting periods to 
90 days. And as well, there are a number of exemptions to the 
waiting period. Some states have told u s that it takes a lot of work 
to go through and tick off all those exemptions, and it is just better 
to have no waiting period at all, and that was one of MACPAC’s 
recommendations. 

Ms. Castor. Great. Great. And then what role do you think the 
transition to Medicaid Managed Care has played in erecting bar- 
riers to children being covered, and the fact that a number of states 
have not expanded Medicaid? Does that also play a role in creating 
a barrier to enrollment? 

Ms. Schwartz. The expansion of Medicaid that states have the 
option of taking, of course, applies to adults. It does not apply to 
children. Children are covered in every state. I am not aware of 
any research that shows that Managed Care is a barrier to insur- 
ance, and in fact, there are many who would argue that Managed 
Care provides a system of care for a child with someone — and an 
organization responsible for that care. So I am not able to provide 
an answer on that. 

Ms. Castor. MACPAC has not examined that? 

Ms. Schwartz. Not from that perspective. 

Ms. Castor. OK, thank you very much. 

Mr. Pitts. Chair thanks the gentlelady. 

And recognizes the gentleman from Florida, Mr. Bilirakis, 5 min- 
utes for questions. 

Mr. Bilirakis. Thank you, Mr. Chairman. Appreciate it. Thanks 
for holding this hearing. 

Ms. Mitchell, CHIP is a capped allotment and not mandatory 
spending like some other federal programs. Can you talk about how 
CHIP has provided more robust federal budget discipline compared 
to Medicaid and Medicare? Does the flexible benefit design help to 
control costs and increase outcomes in the program? 

Ms. Mitchell. Medicaid and CHIP are very different from a fi- 
nancial standpoint. They are both mandatory funding. CHIP has 
the capped allotments that states receive every year. Medicaid is 
open-ended. So for every dollar a state spends on their Medicaid 
program, they receive a portion of that back, according to their 
FMAP rate. And the FMAP rate for Medicaid is less than the E- 
FMAP rate that states receive for CHIP. In fact, it is — the E- 
FMAP rate is — for the states are 30 percent reduction in what 
states receive under the FMAP rate. So that is the difference be- 
tween the financing on those two. 

Mr. Bilirakis. OK, thank you. Another question, under the 
President’s healthcare law, about half the states have expanded 
Medicaid to cover childless adults, and again, this is for Ms. Mitch- 
ell. Yet, CHIP is facing a funding cliff. I am concerned that we 
could be subsidizing the care of able-bodied adults, and may have 
lost our focus on the poor and underserved children. That is what 
it was intended to do, in my opinion. 
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When CHIP was initially passed, who was the target population, 
I want to hear, and under the broad eligibility provisions today, 
how has that eligibility income level shifted? This is for Ms. Mitch- 
ell. 

Ms. Mitchell. When CHIP was passed in 1997, the target popu- 
lation was targeted low-income children that did not have access to 
insurance. So that was the point of CHIP. Did you have anything 
to add to that? 

Ms. Baumrucker. Sure. As part of the CHIP program, or CHIP 
Reauthorization Act, as well, there was attention that the Congress 
put on finding and enrolling uninsured children in the Medicaid 
program eligibility limits, and to try and bolster that lower in- 
come — those lower-income families over the CHIP children at high- 
er income thresholds. So there is that target group. Without CHIP 
funding, there is a potential, as we have noted on the panel, that 
some could become uninsured going forward. 

Mr. Bilirakis. Thank you. Thank you. 

Ms. Yocom, 0MB has labeled CHIP as a high-error program, an 
estimated 7 percent improper payment rate. I know that GAO has 
looked at program integrity within Medicaid, but have they looked 
at the CHIP program? 

Ms. Yocom. We have not. 

Mr. Bilirakis. OK. Can you talk about some of GAO’s Medicaid 
integrity recommendations, since some states run CHIP inside the 
Medicaid program? 

Ms. Yocom. Sure. Many of GAO’s recommendations on program 
integrity and Medicaid relate to making sure that CMS and the 
states work together and collaborate on both information systems 
and oversight. We most recently have recommended that there be 
a more intensive look at Medicaid managed care, in our most re- 
cent study, we really found that CMS and the states, and even the 
Inspector Generals, were not spending time looking at whether 
payments made by managed care organizations and payments 
made to managed care organizations were done in a fiscally respon- 
sible way. So that is an area of significant need right now. 

Mr. Bilirakis. Thank you very much. 

Dr. Schwartz, has MACPAC looked at the feedback the governors 
provided about the current design of the CHIP program, and if so, 
can you talk about how this will factor into what recommendations 
MACPAC may be making? 

Ms. Schwartz. Yes. At the staff level we have seen some but not 
all of the letters that I believe have been sent to the committee. 
I understand the committee is releasing them and — in which case 
we will brief our commissioners at our meeting next week, and that 
will provide the strongest voice for the state perspective in 
MACPAC’s deliberations, because our analyses and our rec- 
ommendations focus on children, families, the Federal Government 
and the states. So we are very grateful to the committee for asking 
for those letters from the states because I think we will find them 
very useful. 

Mr. Bilirakis. Very good. Thank you. 

I yield back, Mr. Chairman. 

Mr. Pitts. Chair thanks the gentleman. 
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Now recognize the gentleman from Pennsylvania, Dr. Murphy, 5 
minutes for questions. 

Mr. Murphy. Thank you, Mr. Chairman. 

Ms. Yocom, one of the concerns of Medicaid is that the program 
doesn’t always provide good access to care, in part due to the low 
reimbursement rates. And I believe in your report from GAO, the 
GAO report also says that the ways to improve access to providers 
is to change their reluctance to be part by changing what is basi- 
cally low and delayed reimbursement and provider enrollment re- 
quirements. That is from the GAO report. So I understand that 
GAO did some work comparing Medicaid and CHIP kids’ access to 
care in that 2011 report. Can you talk a little bit about the findings 
of that report, what may be the difference in care for children in 
CHIP versus Medicaid? 

Ms. Yocom. OK. Yes. The report that you are referring to did not 
get to the point of what was the quality of care received. We did 
get to the point of looking at how much utilization occurred in each 
type of program, and whether or not there were perceptions of ac- 
cess with each of these programs. We did find that perceptions of 
access at the primary care level were equally strong across Med- 
icaid, private insurance, and CHIP. And in terms of utilization of 
primary care services, we didn’t find a statistically significant dif- 
ference in utilization across the private insurance, across Medicaid, 
and across CHIP. 

Where we did find a significant difference was with specialty 
care, both in terms of physicians reporting difficulty referring indi- 
viduals for specialty care, and then — in Medicaid and in CHIP, and 
then also with utilization rates of specialty care. Also perceptions 
of access for specialty services were also lower for Medicaid and for 
CHIP. 

Mr. Murphy. Well, let me — they are lower for Medicaid and 
CHIP. One of the questions I have about access, and you heard Mr. 
Griffith make reference to the hearings we have had on mental 
health and mental illness, one of the barriers we find that the Fed- 
eral Government has created under the Medicaid program is what 
is called the same-day billing rule. You can’t see two doctors in the 
same day. 

Ms. Yocom. Yes. 

Mr. Murphy. Now, to me, that is an absurd barrier we have. 
Knowing that early symptoms of severe mental illness begin to ap- 
pear, in 50 percent of cases, by age 14. Some may even appear ear- 
lier. And to have access to a pediatrician or a family physician 
might, say, Ms. Jones or Ms. Smith, your child is showing some 
problems here, we need to get them to see a psychiatrist/psycholo- 
gist right away. 

Ms. Yocom. Yes. 

Mr. Murphy. Medicaid says, nope, you have to come back. When 
we know that they can be referred in the same day, compliance is 
very high when they have to come back, it is a problem. And there 
is an average of 112 weeks between the first symptoms and first 
professional involvement. 

Does CHIP have the same barrier that Medicaid has, do you 
know 

Ms. Yocom. I 
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Mr. Murphy [continuing]. Or would anybody in the panel know 
about that? 

Ms. Yocom. I don’t believe so, but I don’t know of any now. 

Mr. Murphy. But that — because that is one of the critical bar- 
riers in terms of 

Ms. Yocom. Right. 

Mr. Murphy [continuing]. Access and quality if Medicaid — and I 
think one of the reasons there is stigma with mental illness is you 
can’t get help. 

Ms. Yocom. Right. And I 

Mr. Murphy. And so 

Ms. Yocom. I do know there are states and options that can 
allow you to bill two providers on the same day, and — by identi- 
fying the providers. So hopefully, not too similar to MACPAC, but 
we also are doing a look right now at behavioral health services 
and some of the issues related to obtaining access. 

Mr. Murphy. I hope some of you can give me an answer to that 
question 

Ms. Yocom. Yes. 

Mr. Murphy [continuing]. Because the committee — if funding for 
the CHIP program is not extended, I am concerned that many kids 
are going to lose their coverage and be enrolled in the exchange 
under the Affordable Care Act, but what we have also heard from 
a number of employers and a number of families is what appears 
to be a lower cost is a very high deductible. And so basically now 
they are given catastrophic insurance where they are paying thou- 
sands of dollars as a deductible. 

Now, in your testimony, you indicated that approximately 1.9 
million children would not qualify for a subsidy in the marketplace 
due to the employer-based coverage being available. Without CHIP, 
isn’t it likely that many of these children are just going to go unin- 
sured then, Ms. Yocom? 

Ms. Yocom. I believe it is likely, yes, absent 

Mr. Murphy. And anybody else have a comment on that, would 
some of these kids just then go without care? 

Ms. Schwartz. That is MACPAC’s concern as well, and what we 
are trying to get better data on — at the moment are what the offers 
are for dependent coverage for the parents that have employer- 
sponsored coverage, and what the costs for that coverage look like. 

Mr. Murphy. Well, I just want to say, and Mr. Pallone may be 
surprised to hear me say this, but there are some government pro- 
grams that are doing pretty well, and I think in this one, CHIP has 
got some value, I know in Pennsylvania has a strong demonstrated 
value, and rather than cut something that is worlang, we should 
find a way of learning lessons of value from this and not making 
families go without insurance. So I thank you very much. 

I yield back, Mr. Chairman. 

Mr. Pitts. Chair thanks the gentleman. 

Now recognize the chair emeritus of the full committee, Mr. Bar- 
ton, 5 minutes for questions. 

Mr. Barton. Thank you, Mr. Chairman. I just got here. I am 
going to pass on questions. I guess I will ask one question just for 
the record. 
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In your opinion, if the next Congress significantly changes the 
Affordable Care Act, which I think we will, would you recommend 
that we maintain SCHIP as a separate program, or would it — 
would you recommend we fold it in with whatever we end up doing 
with the Affordable Care Act? And I will let anybody who wants 
to answer that. 

Ms. Schwartz. It was MACPAC’s — the Commission’s intention 
in making its recommendation for a 2-year extension of CHIP fund- 
ing to use that 2 years to find a way to make sure that there is 
integration of children into other forms of coverage, to ensure that 
that coverage works well for children, and that there is not loss of 
coverage for people. 

Depending upon what the Congress does, the strategies for that 
integration might have to change, but that clearly is part of the in- 
tention behind the rationale behind the Commission’s recommenda- 
tion. 

Mr. Barton. Anybody else? OK, well, Mr. Chairman, I am going 
to — Ms. Yocom, did you want to say something? 

Ms. Yocom. I was going to point to one study that GAO did that 
looked at the association between parents and caretaker coverage 
with children’s coverage, and we did find that there is a stronger — 
there is a strong association with parents who have coverage — 
they’re far — their children are far more likely to be covered if they 
have coverage that is similar to their parents. When the coverage 
gets mixed, the likelihood of a child obtaining insurance is slightly 
lower. We did not find anything about utilization or access, how- 
ever. 

Mr. Barton. OK. Mr. Chairman, I am going to yield back. I was 
one of the authors of the last reauthorization of the SCHIP pro- 
gram, so I am a supporter of it. I haven’t studied the issue well 
enough to know where we are going to go in the next Congress, but 
I will definitely work with you and other members of this sub- 
committee to do that. 

Mr. Pitts. The chair thanks the gentleman. 

Now recognize the gentlelady from North Carolina, Ms. Ellmers, 
5 minutes for questions. 

Mrs. Ellmers. Thank you, Mr. Chairman, and thank you to our 
panel for being here today. 

One of the issues that I have been working on that is very impor- 
tant to me is access to healthcare services for children with life- 
threatening illnesses. Congressman Moran and I have sponsored 
bipartisan legislation, the Children’s Program of All-Inclusive Co- 
ordinated Care, or ChiPACC — Act of 2014, which is H.R. 4605. A 
little promotion there. 

Basically, this is based on a collaborative model of care developed 
by Children’s Hospice International. This model provides com- 
prehensive and coordinated care for Medicaid-eligible children who 
suffer from life-threatening diseases. Currently, the ChiPACC pro- 
gram is operating in five waiver states. This legislation would 
allow states the flexibility to implement ChiPACC as a Medicaid 
state plan option. The program provides improved access to critical 
care services for this population of children, while resulting in cost 
savings through their state Medicaid program. 
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I would just ask that you look into that piece of legislation be- 
cause, again, we will be putting it forward into the new Congress. 

My questions, starting off with Dr. Schwartz. When our com- 
mittee asked our state about CHIP funding, the state emphasized 
that the CHIP funding expires qualified plans. A federal facilitated 
marketplace could experience an increase in cost sharing by thou- 
sands of dollars per year. Of course, that depends on the number 
of children, health status and state of the children at the time. 
Therefore, would a compromise be made to continue the CHIP pro- 
gram with a greater financial contribution higher than the current 
5 percent threshold, but lower than the cost sharing that would be 
incurred on the federally facilitated marketplace? In other words, 
how do we — from the beneficiary’s perspective, increase their por- 
tion? 

Ms. Schwartz. MACPAC is currently undertaking analyses to 
look at the impact of cost sharing, particularly in the exchanges on 
families 

Mrs. Ellmers. Yes. Yes. 

Ms. Schwartz [continuing]. And that impact varies quite a bit 
based on the healthcare use of the children. So the children you are 
most concerned about stand to have the highest cost sharing 

Mrs. Ellmers. Yes. 

Ms. Schwartz [continuing]. Because of the service level cost 
sharing. 

Mrs. Ellmers. Yes. 

Ms. Schwartz. But that could be — what you suggest could be 
certainly one approach that we could look at. 

Mrs. Ellmers. OK. Also, as a follow-up to that, under current 
law for 2016, or will be implemented in 2016, the CHIP enhanced 
federal medical assistance percentage is scheduled to increase by 
23 percent. Now, according to MACPAC or CBO estimates, will the 
additional billions of dollars that will be generated from that in 
federal funding result in more children receiving health coverage? 
Will there be an increase in the number? And I apologize if any of 
these questions have already been posed to you because I did come 
in late. 

Ms. Schwartz. OK, the increased funding results from when you 
have a higher matching rate, the states use the money more rap- 
idly, and so to get through the same period of time with the same 
enrollment 

Mrs. Ellmers. Yes 

Ms. Schwartz [continuing]. It requires more dollars. It is not 
based on a change in enrollment. 

Mrs. Ellmers. So it won’t increase the number of children re- 
ceiving services? 

Ms. Schwartz. That is affected by the eligibility level, not by the 
match rate. 

Mrs. Ellmers. OK. Ms. Yocom, I have a question for you. How 
much money could Congress save in federal taxpayer dollars if the 
23 percent increase were set aside or scraped? 

Ms. Yocom. I am sorry, I don’t think I can answer that. One of 
the things that happens with increasing that matching rate is the 
funds will disappear more quickly 

Mrs. Ellmers. Yes. 
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Ms. Yocom [continuing]. And that could lead to states struggling 
to continue to cover their 

Mrs. Ellmers. Yes. But that hasn’t necessarily been something 
that the GAO has already looked into? 

Ms. Yocom. It is not something we have looked at now. 

Mrs. Ellmers. OK. OK, well, thank you very much. 

And, Mr. Chairman, I yield back the remainder of my time. 
Thank you. 

Mr. Pitts. Chair thanks the gentlelady. 

Now recognize the gentleman from New Jersey, Mr. Lance, 5 
minutes for questions. 

Mr. Lance. Thank you very much, and good morning to you all. 
I have been involved in another hearing. This is an incredibly im- 
portant topic. 

A number of members on the subcommittee, including me, are 
from states that extend CHIP coverage to pregnant women. As I 
understand it, it is estimated that about 370,000 pregnant women 
are covered each year in the 18 states that offer the coverage. Is 
there data to suggest that pregnant mothers have better health 
outcomes with CHIP as opposed to Medicaid? Whoever on the 
panel would be interested in responding to that. 

Ms. Yocom. I am not aware of data that shows that, so no. 

Mr. Lance. Anybody else? Regarding another aspect of this issue, 
Ms. Tavenner said to a senate committee that existing CHIP regu- 
lations require assessment for all other insurance affordability pro- 
grams, including Medicaid and the premium tax credit when CHIP 
eligibility for a child is ending. Can any of the distinguished mem- 
bers of the panel elaborate on what this assessment entails, or 
qualified health plans, for example, currently available that would 
be considered adequate for children leaving CHIP? 

Ms. Yocom. Yes. One of our more recent studies did take a look 
in five states. We looked at benchmark plans which were the basis 
for coverage under qualified health plans, and we have some ongo- 
ing work as well right now. But essentially, we did find that costs 
would be higher, in some cases, particularly with vision and hear- 
ing services, that the coverage under the benchmark plans was not 
as robust as what is offered under CHIP. 

Mr. Lance. Thank you. Others on the panel? Let me urge the 
distinguished members of the panel to consider the situation that 
was suggested by Chairman Emeritus Barton. The new Congress 
may very well try to amend the Affordable Care Act in significant 
ways. The President could sign that or veto that, but regardless of 
our action or his action, it is my legal judgment that the Supreme 
Court may rule as not consistent with statutory law, current sub- 
sidies to the Federal Exchange. I think it is an extremely impor- 
tant case, and I think the Court could quite easily conclude that 
black letter law does not permit subsidies to the Federal Exchange. 

If that were to occur then the Affordable Care Act might collapse 
under its own weight, and if that were to occur, then Congress will 
certainly have to address the CHIP issue separately and distinctly 
from the Affordable Care Act. And so I would encourage the panel 
to consider what actions we should take moving forward if that 
were to occur, and it is my legal judgment that it might very well 
occur. 
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Do any of the members of the panel have initial thoughts on 
what I am suggesting? Dr. Schwartz? 

Ms. Schwartz. Only to say that to the extent that premium sub- 
sides are not available, that obviously 

Mr. Lance. Yes. 

Ms. Schwartz [continuing]. Changes the options for children sig- 
nificantly. 

Mr. Lance. Yes. 

Ms. Schwartz. And so it is always a question of CHIP relative 
to what, and so I think your point is well taken and it is one that 
the Commission will be considering. 

Mr. Lance. Thank you. There are pros and cons in having CHIP 
folded into the ACA, I understand that, but CHIP predates the 
ACA, there are many of us who support CHIP who certainly are 
vigorously in opposition to the ACA, and I hope that we cannot con- 
fuse the two or conflate the two. And the Supreme Court has grant- 
ed certiorari in this case, well, there will be oral arguments in 
March, I suppose, and a decision by June, but I would encourage 
all on the panel to consider what might occur if what I suggest 
eventuates. 

Thank you very much, Mr. Chairman. 

Mr. Pitts. The chair thanks the gentleman. 

That concludes this round of questioning. We will go to one fol- 
low-up per side. 

I will recognize myself 5 minutes for that purpose. 

And let me continue on Mrs. Ellmers’ question. She asked it of 
GAO. Let me ask it of MACPAC. What many of the advocates and 
public health groups are saying is that CHIP is a success today 
under today’s match rate. Can you confirm that if Congress were 
to scrap the 23 percent increased FMAP in current law, and only 
extend CHIP for 2 years, the CBO’s current projections are that ex- 
tending CHIP for that time could save federal money, reduce the 
deficit. Dr. Schwartz? 

Ms. Schwartz. The savings do come from comparison to the al- 
ternative. That is, as long as states are putting in more money, the 
Federal Government is putting in less, and so yes, that would po- 
tentially result in savings. 

Mr. Pitts. All right, let me continue with you. States have told 
us that under the MAGI, the Modified Adjusted Gross Income, cal- 
culations, there are lottery winners currently enrolled in Medicaid. 
In fact, in 2014, one state reported to us that roughly one in four 
of their lottery winners were enrolled in Medicaid, or had a family 
member in Medicaid. And this includes at least one individual who 
won more than $25 million, but still was receiving Medicaid serv- 
ices. Since CHIP uses MAGI calculations as well, is it possible that 
CHIP is providing coverage for lottery winners? 

Ms. Schwartz. I am not familiar with the specific cases that you 
cite, but it would be my understanding that, to the extent that lot- 
tery winnings are considered taxable income, that they would be 
taken into account in a MAGI calculation. 

Mr. Pitts. Ms. Yocom, would you respond to that question? 

Ms. Yocom. Yes. I can’t do much more than echo what Dr. 
Schwartz just said. Yes. 

Mr. Pitts. Anyone else? All right, that concludes my questioning. 
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I will recognize the ranking member 5 minutes for a follow-up. 

Mr. Pallone. Dr. Schwartz, let me ask you, I want to follow up 
on the earlier question relating to the transfer of children from 
CHIP to Medicaid. As you know, the Early Periodic Screening, De- 
tection and Treatment benefit is available for all children in Med- 
icaid, but not necessarily in CHIP. Do you have any estimate of the 
number of children of those 500,000 children who saw an improve- 
ment in coverage as a result, and do you have any estimate of the 
number of children who now benefit from reduced cost sharing as 
a result of the — that transfer? 

Ms. Schwartz. That is a great question, but I don’t think we 
have the data to answer that question. 

Mr. Pallone. So you think you could get back to us, or you don’t 
have sufficient data? 

Ms. Schwartz. We would have to look at the states which were 
transitioning kids, and we would have to look at the difference be- 
tween the benefit package in their CHIP program versus the Med- 
icaid program. I would be hesitant to say that we could then say 
anything about their specific healthcare use, and so we will look 
into what we can provide the committee. 

Mr. Pallone. All right, I appreciate that. I just wanted to men- 
tion, it is not a question, but I just wanted to mention that in for- 
mal responses to the Energy and Commerce Committee and the 
Senate Einance Committee, governors from 39 states expressed 
support for CHIP, and urged Congress to extend the program, and 
noted the role the program plays in providing affordable and com- 
prehensive coverage to children. On July 29, the chairman and 
ranking members of both Energy and Commerce and Senate Ei- 
nance sent letters to all 50 governors asking for their input to in- 
form Congress’ action on CHIP, and, yes, taken together, the let- 
ters that we received from the governors indicated support for ex- 
tension of CHIP, and outlined a number of suggestions for program 
improvements that could accompany any funding reauthorization. 
And we do have that information on the committee’s Web site. So 
I did want to mention that, Mr. Chairman. 

And I yield back. 

Mr. Pitts. Chair thanks the gentleman. 

That concludes the questioning from the members. I am sure we 
will have more we will submit to you in writing. We ask that you 
please respond promptly. I remind Members that they have — I am 
sorry? Did you have a follow-up? I am sorry. 

Mr. Griffith. I had some clean-up questions, Mr. Chairman, but 
it is up to you. I can submit them in writing or 

Mr. Pitts. Well 

Mr. Griffith [continuing]. However you want to do it. 

Mr. Pitts. Yes. Do you object or — go ahead. Mr. Pallone says it 
is all right. 

Mr. Griffith. CBO’s projections, Ms. Mitchell, reflect what is ef- 
fectively a grandfathered scoring provision, which assumes a $5.7 
billion expenditure on CHIP in the baseline each year, however, 
since that is merely a budgetary assumption, is it fair to say that 
in reality, any additional funding is new funding which, if not off- 
set, we probably ought to offset it, but if not offset, would increase 
the deficit? 
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Ms. Mitchell. I am not sure that I can answer that question. 

Mr. Griffith. OK. 

Ms. Mitchell. That gets into sort of CBO’s score 

Mr. Griffith. But in basics, if you don’t 

Ms. Mitchell [continuing]. Scoring 

Mr. Griffith. If you don’t do an offset of something that has 
been built into the base, if you don’t do the offset then you probably 
have an increase, wouldn’t that be correct? 

Ms. Mitchell. I think the $5.7 billion assumption in CBO sort 
of complicates this a little bit, so I would defer to them 

Mr. Griffith. OK. 

Ms. Mitchell [continuing]. For sure. 

Mr. Griffith. I appreciate that. 

CHIP was designed for lower-income children, yet today, some 
middle and even upper-middle-income families have members with 
CHIP coverage. For example, I note that one state, some enrollees 
are covered — the children are covered up to 350 percent of the fed- 
eral poverty level. For a family of four, 350 percent is an income 
of $83,475, yet the median income in that particular state is 
$71,637. 

So the question becomes, in some states, is CHIP subsidizing the 
upper-middle-class families in those particular states? Yes, ma’am? 

Ms. Baumrucker. I am happy to take that question. So again, 
as a part of the CHIP Reauthorization Act of 2009, there were pro- 
visions that were put into place, into current law, to target the 
CHIP coverage to the Medicaid-eligible children first, and then also 
to limit coverage above 300 percent of federal poverty level by re- 
ducing the CHIP enhanced match rate to the Medicaid federal 
matching rate for new states expanding above that 300 percent 
level. So there was an attempt to ensure that the CHIP dollars 
were being spent on the lower income — or under 300 percent of 
FPL. 

Mr. Griffith. And I guess where it gets confusing is the dif- 
ferent states have different levels because that number is twice as 
much as the median income in my district, and so that makes it — 
that 350 percent of federal poverty level is about twice what the 
median household income is in my district. 

MACPAC, if we find that we are subsidizing the middle-class, do 
you all think that is appropriate? 

Ms. Schwartz. The Commission hasn’t taken up the question of 
eligibility levels within Medicaid — I mean within CHIP. I just 
would remind the committee that almost 90 percent of the kids 
now covered by CHIP are below 200 percent of poverty. 

Mr. Griffith. And obviously, that is a good thing and we appre- 
ciate that. 

Mr. Chairman, I appreciate your patience, and I yield back. 

Mr. Pitts. Chair thanks the gentleman. 

We have been joined by a gentleman from Texas, Mr. Green. You 
are recognized 5 minutes for questions. 

Mr. Green. Thank you, Mr. Chairman, and ranking member 
for — and to our witnesses for testifying today. 

CHIP has been a critical source of health insurance coverage for 
millions of low- and moderate-income families who cannot access 
affordable care for their children in the private insurance market. 
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Recent evaluations of CHIP reiterated what we have long known; 
even when employer-sponsored insurance is offered for children, 
the affordability of such plans is a major barrier to many families. 
And I have a district that is an example of that. 

There are a number of ways Congress can help to include and 
strengthen and improve CHIP and children’s coverage. For exam- 
ple, my colleague and I, Joe Barton, have legislation that would 
provide for a 12-month continuous coverage under Medicaid and 
SCHIP, because that would have that continuity. Most health in- 
surance policies are a yearlong. Hopefully, that would be something 
we consider in the reauthorization. 

People rarely lose their Medicaid and CHIP coverage because 
they become long-term ineligible for the program. Instead, people 
are often disenrolled due to bureaucratic problems or short term 
changes in income that have no impact on their long-term eligi- 
bility for Medicaid and SCHIP. This disrupts that continuity of 
care, and creates a bureaucratic chaos for hospitals and providers, 
and ends up costing the healthcare system much more. 

While that legislation focuses on people who are removed — or lost 
their CHIP, the issue of churn exists between Medicaid, SCHIP 
and the marketplaces. Due to the small changes in income, an indi- 
vidual could switch from being eligible for Medicaid, to being eligi- 
ble for subsidized coverage in the exchanges. Switching back and 
forth between insurance coverage can be changing benefits, chang- 
ing in participating providers, pharmacies, changing out-of-pocket, 
not to mention administrative paperwork for the state or the insur- 
ance companies, and the doctor’s office. 

One program to help reduce that churn is the Transitional Med- 
ical Assistance, or TMA. Dr. Schwartz, I understand that MACPAC 
has recommended that Congress make TMA permanent, in part be- 
cause of the churn factor. Can you elaborate? 

Ms. Schwartz. Yes. MACPAC has recommended making TMA 
permanent, rather than having to consider it on an annual basis. 
The Commission has also recommended and strongly supports poli- 
cies of 12 -month continuous eligibility for both children and adults 
as a way of minimizing disruptions in care, and also minimizing 
the bureaucratic aspects of churn. 

Mr. Green. OK. Some might say that we have exchanges, we do 
not need the TMA. I don’t believe that because, simply, in Texas 
we don’t have Medicaid expansion, which is, I think, a majority of 
the states. Why would we still need TMA even with the Affordable 
Care Act? 

Ms. Schwartz. MACPAC has looked at that issue, and its rec- 
ommendation was to make TMA optional in those states that have 
taken up the expansion for childless adults because that serves to 
cover that population without having a TMA program. Nonetheless, 
it stays relevant for those below the exchange eligibility level. 

Mr. Green. You know, the goal of the SCHIP program is to get 
the most vulnerable population, and you are right, if a state did ex- 
pand it, they don’t need Medicaid expansion plus SCHIP, and they 
are not going to have two programs, but they need to be in one or 
the other. That is important. 

Ms. Yocom, in terms of physician access, I understand that you 
and other researchers have reported that CHIP and Medicaid en- 
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rollees experience similar challenges as individuals covered by pri- 
vate insurance. Would you agree that issues with access experi- 
enced by families with children in CHIP reflect broader system- 
wide challenges, rather than problems with CHIP itself? 

Ms. Yocom. There are certainly issues with access, particularly 
with mental health, with dental care, and with specialty services. 
I would agree that those issues that arise in CHIP appear to be 
similar for the private sector, but more intense for CHIP and for 
Medicaid. 

Mr. Green. Ms. Schwartz, I only have a few seconds, but can you 
discuss the issues that still need to be resolved with regard to net- 
work adequacy and access to pediatric services and qualified health 
plans? 

Ms. Schwartz. Yes. This is an area which we are looking into. 
There is an assumption that CHIP networks work best for children 
because it is predominantly a child program. We convened a round- 
table earlier this week, bringing together plans, providers, state of- 
ficials, federal officials, and beneficiaries, to kind of explore what 
some of the solutions might be, and you will be hearing more about 
that from us in the future. 

Mr. Green. All right. 

Mr. Chairman, thank you, and thank you again for having the 
hearing. 

Mr. Pitts. Certainly. Thank you. 

That concludes the questions from the Members. As I said. Mem- 
bers will have follow-up questions. We ask that you please respond 
promptly. And I will remind Members that they have 10 business 
days to submit questions for the record, and Members should sub- 
mit their questions by the close of business on Wednesday, Decem- 
ber 17. 

Thank you very much for being here, for your patience, for all 
the good information. Look forward to working with you. 

Without objection, the subcommittee is adjourned. 

[Whereupon, at 12:13 p.m., the subcommittee was adjourned.] 

[Material submitted for inclusion in the record follows:] 

Prepared statement of Hon. Fred Upton 

CHIP is an important program that provides health coverage to children who 
might otherwise go uninsured and it has historically enjoyed bipartisan support. I 
am especially proud that because of this program, Michigan has one of the lowest 
rates of uninsured children in the nation. But funding for CHIP is set to end next 
year, and while I support extending that funding, it is important that we address 
several questions about the future of the program to ensure we continue to provide 
care for the nation’s most vulnerable kids. 

Much has changed in health care since CHIP was created back in 1997. While 
the rate of children without insurance has declined, health care costs have contin- 
ued to grow. 

In its repeated reauthorizations, the CHIP program has usually been extended in 
a bipartisan manner. Most recently, however, the Children’s Health Insurance Pro- 
gram Reauthorization Act (CHIPRA) in 2009 and the Patient Protection and Afford- 
able Care Act in 2010 made significant changes to the program. The president’s 
health care law reauthorized CHIP through FY2019, but only provided funding for 
the program through September 30, 2015. This has effectively created a funding cliff 
raising questions about the future of CHIP. 

First, we must consider cost. It’s important to understand the cost of extending 
CHIP coverage and ensure that any additional federal spending is fully offset. CHIP 
is a good model of a program that provides coverage and flexibility while also pro- 
viding budget discipline. We need to ensure that this remains the case. 
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Second, crowd-out must be considered. CHIP was designed to provide coverage for 
lower-income Americans. There is a legitimate policy concern that, if not properly 
focused, CHIP coverage may unduly crowd-out private health coverage. It is impera- 
tive that CHIP remain a program targeted to those who need it most. 

A third area of concern is coverage. My colleagues and I who support extending 
CHIP funding do so because we believe in high quality, affordable coverage. As Con- 
gress considers the interactions between CHIP, employer-provided coverage, Med- 
icaid, and exchange coverage, we need to carefully examine the benefits of different 
types of coverage. We need to examine what we know about cost, quality, outcomes, 
access to care, and other critical metrics. 

Finally, we must consider the construction of the program. One of the great bene- 
fits of the way the CHIP program is designed is that it empowers states. We have 
heard recently from governors all across the country about the successes of the 
CHIP program. Michigan currently covers nearly 45,000 children and has provided 
services to over 300,000 since the program’s inception. The Director of Michigan’s 
Department of Community Health recently wrote, “We believe the flexibilities af- 
forded by CHIP have contributed to our success.” While states need to be account- 
able for the federal dollars they spend, we should maintain the CHIP program in 
a manner that provides states like Michigan with appropriate tools to oversee and 
operate their programs, enabling them to build upon past success. This means poli- 
cies that enhance program integrity, state flexibility, and other factors should be a 
priority. 

I want to thank the Congressional Research Service, Government Accountability 
Office, and Medicaid and CHIP Payment and Access Commission (MACPAC) for 
their testimony. I look forward to working across the aisle to adopt common-sense 
policies that keep the CHIP program strong for the future and provide needed cov- 
erage to millions of kids. 
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December 1, 2014 

United States House of Representatives 
Washington, D.C. 20515 

Dear Representative: 

As Congress returns to legislative session, we urge you to enact a four year funding extension 
for the Children’s Health Insurance Program (CHIP) this year. While the CHIP program 
was reauthorized through 2019, the funding is currently set to expire in 2015 unless Congress 
approves its extension thereby continuing health care coverage for our nation’s children. 

The United States Conference of Catholic Bishops, Catholic Charities USA, and the Catholic 
Health Association have a long tradition of working toward affordable and accessible health care 
for all, especially the most vulnerable members of our society, our children. The Catholic 
community is the largest nongovernmental provider of health care and human services in the 
nation. We serve those in need in our emergency rooms, hospitals, and clinics, and in our soup 
kitchens, shelters, and Catholic Charities agencies. One out of six patients in our country is 
cared for in a Catholic hospital. Our faith and our history call us to provide services, including 
accessible and affordable health care, to those who need it most and we continue to answer that 
call. 

Since its bipartisan inception in 1 997, CHIP has garnered widespread support from both parties 
and from an overwhelming majority of the nation’s governors and state legislatures. CHIP has 
been a reliable source of coverage for low-income children in working families whose parents 
earn too much to qualify for Medicaid, but too little to afford private health insurance. 

Nearly 90 percent of the over 8 million children enrolled in the CHIP program in 2013 were in 
families with annual incomes at or below 200 percent of the federal poverty level ($39,060 for a 
family of three). If CHIP funding is not renewed, coverage for millions of children will be 
disrupted and as many as 2 million could become uninsured because employer-sponsored family 
coverage is unaffordable. We believe CHIP must be extended through the FY 2019 authorization 
period in order to ensure adequate, affordable coverage and a responsible transition for children 
to family coverage. 

As Catholic organizations united by our common faith and committed to the principles of 
Catholic social teaching, we recognize and affirm the sanctity of human life from conception to 
natural death and the inherent dignity of every human being. We consider access to adequate 
health care to be a basic human right, necessary for the development and maintenance of life and 
for the ability of human beings to realize the fullness of their dignity. A just society is one that 
protects and promotes fundamental human rights and dignity, with special attention to meeting 
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the basic needs of children and the vulnerable, including the need for safe and affordable health 
care. This is an important moral measure of our society and of this Congress. 

We firmly believe that there is no reason why any child in our nation should go without access to 
health care, a basic right that is critically important to the well-being and development of 
children. Almost 93 percent of children have health coverage today and these incredible gains 
are in part because of the role of CHIP in covering millions of children nationwide. Extending 
funding for the CHIP program gives Congress a great opportunity to ensure a healthy start in the 
lives of our nation’s children. 


We urge Congress to take action as it is critical that you provide certainty on the future of 
the CHIP program this year, without delay. If we can be of further assistance on this vital 
issue, please do not hesitate to contact us. 


Sincerely, 






Most Rev. Thomas G. Wenski 
Archbishop of Miami 
Chairman, Committee on Domestic 
Justice and Human Development 
United States Conference of 
Catholic Bishops 


Sr. Carol Keehan, DC 
President and CEO 
Catholic Health Association 
of the United States 




Rev. Larry Snyder 
President 

Catholic Charities USA 
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Statement for the Record 
House Energy and Commerce Committee 
Health Subcommittee Hearing 
“The Future of the Children’s Health Insurance Program” 
Senator John D. Rockefeller IV 
December 3, 2014 

Thank you, Chairman Pitts, for holding this important 
hearing today. I also want to thank Ranking Member 
Henry Waxman for submitting this statement to the record 
on my behalf. Congressman Waxman has been a leader 
in children’s access to health care for more than forty 
years, including his work to create the program under 
discussion today. 

2014 marks the 17th anniversary of one of the most 
successful programs for improving children’s health in the 
United States: the Children’s Health Insurance Program — 
more commonly referred to as “CHIP.” 

Eight million American children and families look to CHIP 
for comprehensive and affordable health coverage, 
including 40,000 children in my home state of West 
Virginia. CHIP’S success has played an essential role in 
cutting the number of uninsured children in half over the 
past 15 years. 
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This kind of progress is something we should celebrate. 
But, we must continue to invest in CHIP so that we can 
celebrate many more of the program’s milestones. 

Without Congressional action, CHIP will run out of funding 
next fall, placing at risk the well-being of millions of 
children and pregnant women. I hope that the members of 
this committee will not let that happen. 

CHIP is a game-changer for so many children. No other 
form of coverage provides the same level of specific care 
and comprehensive pediatric networks at an affordable 
cost for working families. 

The challenges many children face today are still too 
similar to the ones I saw firsthand in rural Emmons, West 
Virginia 50 years ago. It was in Emmons where I 
witnessed the struggles that families go through when they 
can’t afford health care for their children. 

I thought to myself then, as I still do now, that no parent 
should have to carry the stress of knowing you cannot 
afford health care for your child if something goes wrong. 
I’m proud to say that ever since CHIP’S inception, the 
program has consistently enjoyed bipartisan, bicameral 
support. I am also proud to say, as a former Governor, 
that the support for the program is, if anything, even 
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greater in the states. 

The letters requested by the Senate Finance and House 
Energy and Commerce Committees have been 
overwhelmingly supportive of the Children’s Health 
Insurance Program. This support is reflective of the 
efficacy and quality of the program in its current form, as 
well as the vital role it plays at the state level. Without 
CHIP in its current form, Governors across the country 
would face not only a significant step backwards in 
children’s health coverage but also unexpected challenges 
to state budgets. 

For as long as I can recall, Congress has been able to put 
aside its differences and come together when it’s called 
upon to do what’s right for America’s children. And that 
time has come again. 

CHIP is currently at a crossroads. Funding for CHIP must 
be reauthorized soon; otherwise, the program as we know 
it will come to an end. As many as two million children 
could lose their insurance coverage altogether. 

This would threaten their health and well-being, not to 
mention the significant gains we’ve made over the past 17 
years to reduce the number of uninsured children and 
youth in this country. We simply cannot afford to take this 
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major step backwards and jeopardize our future 
generations by allowing CHIP to expire. 


Furthermore, states have been budgeting and planning 
under the assumption that Congress will extend funding 
for another four years. They simply are not prepared to 
rapidly develop and implement plans to transition millions 
of children into other forms of coverage. In short, state 
legislatures and budget offices are relying on us to act 
now. 

As I said in September when I chaired a hearing in the 
Senate Finance Committee about the future of CHIP - 
today’s hearing is an opportunity to show the American 
people that Congress is committed to the health and well- 
being of our youngest generation by extending the 
Children’s Health Insurance Program. 
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Statement Submitted for the Hearing Record 
by the March of Dimes 

Committee on Energy and Commerce 
Subcommittee on Health 

The Future of the Children's Health Insurance Program 
Wednesday, December 3, 2014 


The March of Dimes, a unique partnership of scientists, clinicians, parents, members of 
the business community and other volunteers affiliated with chapters In every state, the 
District of Columbia and Puerto Rico, appreciates this opportunity to submit testimony 
expressing our strong support for the Children's Health Insurance Program (CHIP) and 
efforts to extend CHIP funding until at least 2019. As an organization committed to the 
health and wellbeing of women, infants, children, and families, the March of Dimes 
considers CHIP to be a vital source of health care coverage for children and pregnant 
women. 

CHIP is a critical safety net program for children and pregnant women who earn too 
much to be eligible for the Medicaid program, but struggle to afford purchasing health 
coverage in the private market. CHIP was originally established in 1997 as a federal-state 
health insurance program; since then It has proven to be a key tool for states' mission to 
Increase the rate of insurance coverage among children and thereby improve child 
health. The program is designed as a block grant, offering states broad flexibility to set 
their own eligibility, benefits, and enrollment criteria. The CHIP federal match rate for 
the states Is higher than Medicaid's, averaging 70%, giving states an additional incentive 
to make a comparatively modest investment of state dollars. 

Coverage for Children 

Through the combination of CHIP and Medicaid, states have been able to reduce 
substantially the number of uninsured children in our nation. In fact, since Congress 
created CHIP, the number of uninsured children has fallen by half— from 14% In 1997 to 
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7% in 2012^— and the population of uninsured children now stands at just over seven 
million. In 2013, CHIP provided health coverage for eight million children. CHIP provides 
families with access to affordable care for their children with low cost-sharing, given 
that out-of-pocket costs are capped at a maximum of 5% of income. In fact, many states 
impose no cost-sharing or premiums at all. CHIP'S benefit package is uniquely designed 
to meet the needs of children, including pediatric dental and vision care, hearing and 
habilitative services, and more. States have also been given the flexibility to adapt their 
CHIP programs over time to respond to specific health issues as they arise. Children 
enrolled in CHIP are able to access a full range of primary, specialty, and pediatric 
providers who provide developmentally-appropriate care. In sum, CHIP'S 
comprehensive coverage offers children the care they need when they need it most, 
improving their health and offering families peace of mind. 

Coverage for Pregnant Women 

While chip's importance for children is widely known, its coverage of pregnant women 
is also essential. While all states use CHIP funding to offer coverage to children, 18 
states also provide access to care for pregnant women through their CHIP programs. 
Each year, approximately 370,000 pregnant women receive coverage through CHIP.^ 
CHIP'S affordable coverage effectively removes barriers to pregnancy services and 
prenatal care. It is also Important to note that since CHIP does not restrict its enrollment 
period, it provides a vital opportunity for many uninsured pregnant women to obtain 
coverage outside of an open enrollment period. Research by the March of Dimes and 
others has demonstrated that access to health care services for women across the 
income spectrum has a significant positive effect, helping ensure healthier pregnancies, 
healthier deliveries, and healthier babies. Women who receive prenatal care are more 
likely to have access to preventive services, such as screening and diagnostic tests; 
services to manage developing and existing health issues; and education, counseling and 
referral to reduce high risk behaviors like poor nutrition or substance abuse. Financial 
barriers, including uninsurance and underinsurance, are major reasons women do not 
receive adequate prenatal care,^ and CHIP provides a critical pathway for accessing 
prenatal care for pregnant women. Further, access to early prenatal care is associated 
with reduced birth complications among high-risk pregnancies, which ultimately saves 
money due to reduced hospital and NICU admissions among infants,'’-^ 


^ Rudowitz R, Artiga S, Argueiio R, Children's Health Coverage: Medicaid, CHIP and the ACA. Kaiser 
Commission on Medicaid and the Uninsured, Kaiser family Foundation, March 2014) Accessed 
9/16/2014 at: http://kff.org/health-reform/issue-brief/childfens-health-coverage-medicaid-chio-and- 
the-aca . 

^ March of Dimes Issue Brief, CHIP Coverage for Pregnant Women. 2014. 

^ Kitsantas P, Gaffney KF, Cheema J. Life stressors and barriers to timely prenatal care for women 
with high-risk pregnancies residing in rural and nonrural areas. Women's Health issues. 

2012;22{5);e455-60. 

Reece EA, Lequizamon G, Silva J, Whiteman V, Smith D. Intensive interventional maternity care 
reduced infant morbidity and hospital costs, J Matern Fetal Neonatal Med.2002;Marll{3):204-210. 

® Ross MG, Sandhu M, Bernis R, et at. The West Los Angeles preterm birth prevention project II. Cost- 
effectiveness analysis of high risk pregnancy interventions. Obstet Gynecol. 1994;83{4): ,S06s-511. 
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CHIP provides coverage for pregnant women up to at least 185% of the federal poverty 
level, though most states cover women up to higher income levels.® States have 
flexibility in the mechanism they choose to offer this coverage to pregnant women, as 
well as flexibility in designing their benefit packages. Twelve of 18 states who cover 
pregnant women through CHIP require no copays, premiums, or other cost-sharing. The 
remaining states only require copayments or premiums for higher-income pregnant 
women. States may offer either a full scope of comprehensive health care benefits or 
more limited coverage specific to services that are pregnancy-related—including those 
services that could result in pregnancy complications If not treated. All 18 of these 
states cover prescription drug services, and most cover other services such as mental 
health and emergency care. In addition, nearly ail of these states offer a limited period 
of post-partum transition care.^ States like California have seen a significant reduction in 
statewide preterm birth rates in recent years, and it Is thought that their efforts to 
provide prenatal care through multiple programs, including CHIP, have been an 
important contributing factor. Again, CHIP plays a key role In states' strategy to ensure 
healthier babies and mothers. 

CHIP Extension 

While chip's authorization period extends through 2019, the program's funding only 
extends through September 2015. Congress must act as soon as possible to ensure 
seamless coverage for families, as well as certainty for states' budget processes. If CHIP 
funding expires, some children and pregnant women will be able to gain coverage 
through states' Medicaid expansion programs or the Affordable Care Act Marketplace. 
But recent projections show that many could be left without any affordable options.® 
Our nation must not allow the rate of uninsured children to climb again to pre-CHIP 
levels when we have the tools at our disposal to keep children healthy. CHIP has proven 
to play a critical role in our nation's effort to provide access to quality, affordable care 
for children and pregnant women. Given the demonstrated benefit of CHIP for children 
and pregnant women, the March of Dimes strongly urges Congress to extend funding 
through 2019. 

Once again, the March of Dimes appreciates this opportunity to express our strong 
support for the Children's Health insurance Program and efforts to extend funding for It. 
If we may provide further information or otherwise be of assistance, please contact 
Cynthia Pellegrini, Senior Vice President for Public Policy and Government Affairs, at our 
Office of Government Affairs at 202/659-1800. 


® March of Dimes Issue Brief, CHIP Coverage for Pregnant Women. 2014. 

^ March of Dimes Issue Brief, CHIP Coverage for Pregnant Women. 2014. 

® First Focus, Comparing Affordability and Benefits between CHIP and Qualified Health Plans in 35 
States: Which Coverage is Best for Kids? 2014. http://firstfocus.net/resources/fact- 
sheet/comparingaffordabilitv-benefits-chip-Qualified-health-plans-35-states-coveraee-best-kids/ 

march dimes 
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Chairman Pitts, Congressman Pallone and distinguished members of the Subcommittee: 

On behalf of 7,800 pediatric nurse practitioners (PNPs) committed to providing optimal health care to 
children, the National Association of Pediatric Nurse Practitioners (NAPNAP) thanks you for holding 
this important and timely hearing on the future of the Children’s Health Insurance Program. We join 
our colleagues and children’s health advocates everywhere in recognizing Congressman Henry Waxman 
for his years of tireless service and commitment to improving the health of all Americans - particularly 
the millions of children who have been the beneficiaries of his leadership in creating the CHIP program. 

Pediatric nurse practitioners are licensed advanced practice nurses who have enhanced education in 
pediatric health care and extensive practice and policy experience with both the Medicaid and 
Children’s Health Insurance Program (CHIP). PNPs have been providing quality primary care, 
specialty, and acute care to children and families for more than 40 years in an extensive range of 
practice settings such as pediatric offices, schools and hospitals - reaching millions of patients across 
the country each year. PNPs provide care to newborns, infants, children, adolescents and young adults 
that includes health and developmental screening, managing acute and chronic conditions, ordering and 
interpreting diagnostic tests, prescribing medications, administering immunizations, coordinating care 
across the health care continuum and making referrals to other professionals as appropriate. 

PNPs know first-hand how important the CHIP program is to the health of children in our country. 

CHIP has become a dependable source of coverage for low-income children in working families whose 
parents earn too much to qualify for Medicaid but too little to afford private health insurance. Since 1997 
when CHIP was enacted with strong bipartisan support, it has helped to cut the number of low-income, 
uninsured children across the country by an amazing 50 percent - from 25 percent in 1997 to 13 percent 
in 2012 - while improving health outcomes and access to care for children and pregnant women. More 
than 8 million children across the country were insured through CHIP in 2012 - an all-time high. 

The services that CHIP helps to provide are crucial for children’s health. Uninsured children are three 
times more likely than those with insurance to lack needed medication and five times more likely to 
have an unmet health care need, including significantly lower rates of preventive care. Children 
etuolled in CHIP have access to a full range of primary, specialty and ancillary pediatric providers, 
including pediatric nurse practitioners, to ensure they receive comprehensive medically and 
developmentally appropriate care. 
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The CHIP program helps to ensure that low-income families have access to affordable care by limiting 
their out-of-pocket costs to no more than 5 percent of family income. In addition, many states provide 
children enrolled in CHIP with Medicaid’s Early and Periodic Screening, Diagnostic and Treatment 
(EPSDT) benefit, a strong set of pediatric-specific benefits that provides comprehensive care based on 
children’s unique needs, including appropriate preventive, dental, mental health, and developmental, 
and specialty services. 

As you know, one of the strengths of the CHIP program is a structure that gives states flexibility to 
design a program that meets the needs of their distinct populations. This design has helped states tackle 
the costs of uncompensated care while reducing the numbers of uninsured children and pregnant 
women. The number of children eligible for but not enrolled in Medicaid and CHIP dropped by 18 
percent between 2008 and 201 1 - thanks largely to flexible state options created by Congress to 
improve enrollment strategies, such as express lane eligibility and 12-month continuous eligibility, 
when the CHIP program was last reauthorized in 2009. At the same time, because CHIP is a program 
devised specifically for children, its benefit design and provider networks are tailored to meet their 
special needs. 

NAPNAP believes that continued federal funding for CHIP is essential to maintain these gains in health 
care coverage for children. As you are well aware, although Congress has authorized the program itself 
through federal fiscal year 2019, federal funding for the program will expire on October 1 , 20 1 5 unless 
Congress takes action to extend it. NAPNAP supports the committee’s desire to conduct a thorough 
examination of the CHIP program, its current performance and its direction for the future. However, at 
a time when states are still adjusting to numerous changes in health care coverage, PNPs believe it is 
essential that Congress secure the federal government’s financial commitment to CHIP as quickly as 
possible, so that states will be able to operate their programs without disruption. 

The timing is crucial: state legislatures will soon convene to begin drafting and enacting their budgets for 
2015. If it is unclear whether the federal government will continue to provide adequate resources to sustain 
the CHIP program, states will face difficult decision on cutting funding from other priorities to pay for CHIP 
coverage or reducing their children’s health coverage. With some state legislatures in regular session only 
through March, it would be impossible for Congress to conduct a thorough review of the program and 
approve an extension of funding in time to give states the assurance they need. 
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Without CHIP, the uninsured rate would increase significantly and the health of children and families 
would be jeopardized. The Congressional Budget Ofliee recently estimated that 12.7 million children 
projected to be enrolled in fiscal year 2015 are at risk of losing their CHIP coverage in 2016 if the program is 
not reauthorized. Likewise, pregnant women enrolled in CHIP could be left without other sources of 
prenatal care, jeopardizing the health of their newborns. 

CHIP typically provides more comprehensive benefits designed to meet children’s needs than plans 
offered in health insurance marketplaces. At least half of the states have chosen as their benchmark the 
“largest small business plan” primarily designed for adults. In nearly all instances, CHIP is 
substantially more affordable than current marketplace policies and provides better coverage for 
children. Finally, the so-called “family glitch” means that families that include as many as 2 million 
children who would otherwise be eligible will not be able to obtain premium tax credits to purchase 
affordable marketplace health coverage. 

NAPNAP is grateful to Congressmen Pallone and Waxman for introducing the “CHIP Extension and 
Improvement Act of 2014" (H.R. 5346) to provide a starting point for the committee’s deliberations on 
the future of the CHIP program. We thank Chairman Pitts and Chairman Upton for convening this 
hearing and for directly soliciting the input of governors and other stakeholders to begin this critically 
important discussion on finding a bipartisan approach to preserving and improving children’s health 
care by continuing the Children’s Health Insurance Program. Pediatric nurse practitioners look forward 
to working with you and your colleagues to facilitate prompt action to extend funding for the CHIP 
program as quickly as possible to provide sufficient time for thoughtful discussions about the program’s 
long-term future. 
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January 8, 2015 

Ms. Evelyne Baumrucker 
Healtli Care Financing Analyst 
Congressional Research Service 
The Library of Congress 
Washington, D.C, 20540 

Dear Ms. Baumrucker: 

Thank you for appearing before the Subcommittee on Health on Wednesday, December 3, 2014, 
to testify at the hearing entitled “The Future of the Children’s Health Insurance Program.” 

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains 
open for ten business days to permit Members to submit additional questions for the record, which are 
attached. The format of your responses to these questions should be as follows; (1) the name of the 
Member whose question you are addressing, (2) the complete text of the question you are addressing in 
bold, and (3) your answer to that question in plain text. 

To facilitate the printing of the hearing record, please respond to these questions with a 
transmittal letter by the close of business on Thursday, January 22, 2015. Your responses should be 
mailed to Adrianna Simonelli, Legislative Clerk, Committee on Energy and Commerce, 2125 Rayburn 
House Office Building, Washington, D.C. 205 1 5 and e-mailed in Word format to 
Adri8nna.Simonelli@mail.house.gov. 

Thank you again for your time and effort preparing and delivering testimony before the 
Subcommittee. 


Sincerely, 





oc; TTie Honorable Frank Pallone, Jr., Ranking Member, Subcommittee on Health 
Attachment 
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January 8, 2015 


Ms. Alison Mitchell 
Health Care Financing Analyst 
Congressional Research Service 
The Library Of Congress 
Washington, D.C, 20540 

Dear Ms. Mitchell: 

Thank you for appearing before the Subcommittee on Health on Wednesday, December 3, 20 1 4, 
to testify at the hearing entitled “The Future of the Children’s Health Insurance Program,” 

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains 
open for ten business days to permit Members to submit additional questions for the record, which are 
attached. The format of your responses to these questions should be as follows: (1) the name of the 
Member whose question you are addressing, (2) the complete text of the question you are addre^ing in 
bold, and (3) your answer to that question in plain text. 

To facilitate the printing of the hearing record, please respond to these questions with a 
transmittal letter by the close of business on Thursday, January 22, 2015. Your responses should be 
mailed to Adrianna Simonelli, Legislative Clerk, Committee on Energy and Commerce, 2125 Rayburn 
House Office Building, Washington, D.C. 20515 and e-mailed in Word format to 
Adrianna.Simonelli@mail.house.gov. 


Thank you again for your time and effort preparing and delivering testimony before the 
Subcommittee. 


Sincerely, 


J^pnRl'pitts 
/ Chairman 

(.,__3Bbcommittee on Health 


cc: The Honorable Frank Pallone, Jr., Ranking Member, Subcommittee on Health 
Attachment 
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MEMORANDUM 


January 22, 2015 


To: 


From: 

Subject: 


Subcommittee on Health, Committee on Energy and Commerce, House of Representatives 
Attention: The Honorable Joseph R. Pitts 

The Honorable Frank Pallone, Jr. 

Evelyne P. Baumrucker, Analyst in Health Cm'e Financing, 7-8913 
Alison Mitchell, Analyst in Health Care Financing, 7-0152 

Responses to Questions for the Record from the December 3, 2014 Hearing, “The 
Future of the Children's Health Insurance Program” 


This memorandum was prepared in response to questions for the record from the December 3, 2014 
Hearing, “The Future of the Children’s Health Insurance Program” before the Subcommittee on Health, 
Committee on Enei^ and Commerce, House of Representatives. Responses to questions from the 
Honorable Joseph R. Pitts begin on page 1 , and responses to the Honorable Frank Pallone Jr. begin on 
page 19. 


Questions from the Honorable Joseph R. Pitts: 

1. To date, two bills have been introduced to extend CHIP -Senator Rockefeller’s CHIP 
Extension Act of 2014 (S. 2461) and Representative Pallone’s CHIP Extension and 
Improvement Act of 2014 (H.R. 5364). Does either of these bills currently include offsets? If 
they were enacted in their current form, what impact would these bills have on the federal 
deficit? 

Two bills were introduced in the 1 1 3th Congress that would have extended the federal funding for CHIP, 
among other things. Senator John D. Rockefeller introduced the CHIP Extension Act of 2014 (S. 2461) on 
June H, 2014, and the CHIP Extension and Improvement Act of 2014 (H.R. 5364) was introduced by 
Representative Frank Pallone Jr. on July 31, 2014. 

Brief Comparison of Bill Provisions 

The two bills have a number of comparable provisions that make changes to both Medicaid and CHIP, but 
each bill has at least a couple of provisions are not included in the other bill. The following is a brief 

overview of the provisions in each of the two bills grouped by these topics: CHIP financing, coverage, 
cost sharing, benefits, pediatric quality measures, and miscellaneous. 

CHIP Financing 


Congressional Research Service 


7-5700 I www.crs.gov 
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Both bills would have funded CHIP through FY2019 with the same funding levels and allotment 
formulas. In addition, both bills would have extended the Child Enrollment Performance Bonus Payments 
through FY20 1 9, and the bills would have similar but varying mechanisms for providing shortfall funding 
to states for FY2016 through FY2019. 

Coverage 

With regard to eligibility, the Senate bill would have extended CHIP eligibility to certain medically frail 
individuals under the age of 26. Among the coverage-related provisions, both bills addressed the 
Secretary’s benefit comparability review of CHIP and the qualified health plans (QHPs) in the health 
insurance exchanges, as well as benefit coverage during transitions between Medicaid, CHIP, and QHPs. 
Both bills had identical provisions that would have modified the Internal Revenue Service rules regarding 
the ACA’s individual mandate so CHIP pregnancy assistance would not be considered minimum essential 
coverage. Both bills would have broadened the Medicaid eligibility requirements for former foster care 
youth. 

With regard to provisions that address outreach and enrollment facilitation, both bills would have 
eliminated the sunset date for the “Express Lane” eligibility state plan option under Medicaid and CHIP, 
however, each bill would have extended this state plan option to different populations. Both bills added 
federal appropriations to the CHIP outreach and enrollment grants for FY2016 and each fiscal year 
thereafter. Both bills would have added requirements around language and interpretation services in 
Medicaid and CHIP. While the Senate bill included an increased federal medical assistance percentage 
(FMAP) rate for language and interpretation services, the House bill did not. In addition, the House bill 
would have extended the populations for whom 12 months of continuous enrollment in Medicaid would 
apply and would have eliminated CHIP waiting lists and enrollment caps. 

Cost Sharing 

With regard to beneficiary cost sharing, both bills made changes to CHIP cost-sharing requirements and 
the aggregate cap on out-of-pocket costs for an individual or family. The Senate bill made additional 
changes to Medicaid cost-sharing requirements. 

Benefits 

Both bills would have added preventive services to the list of mandatory benefits under Medicaid and 
CHIP, but the details of the preventive services benefit coverage differed. Cost sharing for these 
preventive services would have been prohibited under both bills for Medicaid, but only the Senate bill 
prohibited cost sharing for these preventive services under CHIP. The bills made similar (but not 
identical) modifications to the Vaccines for Children program. 

Pediatric Quality Measures 

With respect to the pediatric quality measures, both the Senate and House bills would have: 1) extended 
funding for the pediatric quality measures program broadly; 2) awarded grants and contracts to enhance 
the pediatric measures program and publish recommended changes to the core set of measures; 3) 
required additional information in the existing state-specific annual reports; 4) required a report to 
Congress on child health quality priorities and the convening of an expert advisory panel on child health 
quality; and 5) extended funding for both the child health quality demonstration program and the 
childhood obesity demonstration program. The House bill would have made additional changes, 
including: 1) an enhanced FMAP for the development and modification of systems necessary to collect 
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and report the child health measures; 2) the provision of technical assistance to states for adopting and 
using the pediatric quality measures; and 3) a requirement that states report on the full set of pediatric 
quality measures within five years after enactment. 

Miscellaneous 


In the miscellaneous provisions, both bills would have extended the Maternal, Infant, and Early 
Childhood Home Visiting Program through FY2019. The Senate bill included a provision that would have 
directed the Government Accountability Office (GAO) to conduct an analysis of states that provide 
Medicaid or CHIP coverage through QHPs or employer-sponsored insurance. The House bill would have 
extended the increase to Medicaid primary care rates and the Pediatric Accountable Care Organization 
Demonstration Project. In addition, the House bill would have added therapeutic foster care as a Medicaid 
covered benefit and modified language around special needs trusts for non-elderly disabled individuals. 

Offsets 

Neither of the two bills introduced in the 113* Congress included revenue provisions or provisions that 
would have offset federal collections or receipts. When CHIP was last reauthorized in the Children’s 
Health Insurance Program Reauthorization Act of 2009 (CHIPRA, P.L. Ill -3), the law included a few 
revenue provisions. The following is a list of the revenue provisions in CHIPRA. ' 

• Increased excise tax rate on tobacco products, such as cigarettes, cigars, tobacco, and 
cigarette papers and tubes; 

• Expanded the scope of penalties for not paying the tobacco-related tax, clarified the 
statute of limitations, and mandated a study of tobacco smuggling; 

• Adjusted the portion of corporate estimated taxes due from July through September 2013; 
and, 

• Made changes to employer-sponsored health insurance coverage that were estimated to 
affect both on-budget (Medicare) and off-budget (Social Security) payroll taxes. 

Impact on Federal Budget 

The Congressional Research Service (CRS) is not able to provide a cost estimate of the two bills 
introduced in the 113* Congress that would extend federal CHIP funding because cost estimates are the 
purview of the Congressional Budget Office (CBO). There are not any current publicly available CBO 
cost estimates for the provisions in the two bills. A few of the provisions have previously received a cost 
estimate from CBO in other contexts, such as when the provision was established or previously extended 
of provisions. However, these cost estimates should be considered with care for a number of reasons, 
including the assumptions may have changed since the cost estimates were done; the estimates were 
conducted prior to the implementation of dynamic scoring, the provisions may not comparable, etc. 

While CBO has not estimated the cost of these two bills that would have extended CHIP for four years 
with a number of programmatic changes to both Medicaid and CHIP, CBO did estimate the cost of a clean 


’ For more information about these provisions, see CRS Report R40226, P.L. II 1-3: The Children 's Health Insurance Program 
Reauthorkation Act of 2009, by Evelyne P. Baumrucker, Elicia J. Heiz, and Jane G. Gravelle and Congressional Budget OfBce, 
Cost Estimate: HR. 2 Children's Health Insurance Program Reauthorization Act of 2009, February 11, 2009. 
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(i.e., no programmatic changes) two year extension of federal CHIP funding for the Medicaid and CHIP 
Payment and Access Commission (MACPAC). In the estimate for MACPAC, CBO calculated that 
providing federal CHIP funding for FY2016 and FY2017 would increase net federal spending by $0 to $5 
billion above CBO’s current law baseline as of June 2014. In CBO’s estimation, the federal costs of 
providing federal CHIP funding for two more years would be largely offset by reductions in federal 
spending for Medicaid and subsidized coverage in the health insurance exchanges.^ 

CBO’s estimate also reflects the rules that govern CBO’s baseline projections for expiring programs. For 
expiring mandatory programs, baseline rules established by the Deficit Control Act call for extrapolating 
the program’s funding for the last six months of its authorization for the remainder of the baseline 
projection period.^ Under current law, funding for CHIP in FY201 5 (the last year CHIP is to receive 
federal funding) consists of two semiannual allotments of $2.85 billion — amounts that are much smaller 
than the allotments made in the four preceding years. The first semiannual allotment in FY2015 will be 
supplemented by $15.4 billion in one-time funding for the program. Following the rules prescribed by the 
Deficit Control Act, CBO extrapolates the $2.85 billion provided for the second half of the year to arrive 
at projected annual funding of $5.7 billion.'' Since the baseline projections assume $5.7 billion in federal 
CHIP spending for FY2016 and subsequent years within the budget window, CBO’s estimated cost of 
extending federal CHIP funding is lower than it would have been without this assumption. 

2. How many CHff enroilees — either as a percentage or a total number — are from families 
with income above 200 percent of the federal poverty level (FPL), which equates to about 
$47, 700 in annual income for a family of four? As a point of reference, the national median 
income for 2012 was $53,046, according to the U.S. Census Bureau. 

FY2013 CMS administrative data show that approximately 89% of the 8.4 million CHIP child enroilees 
were in families with annual income at or below 200% FPL, and approximately 97% of child enroilees 
were in families with annual income at or below 250% FPL. (See Table 1.) 


Table I . Number of Children in CHIP by Income Level 
FY20I3 


Income Range 

(% FPL) 

Ever Enrolled 

Percentage 

0-200 

7,243,295 

88.5% 

201 - 2S0 

724,785 

8.9% 

251 -300 

165,120 

2.0% 

301 & Higher 

51,791 

0.6% 

TotsU 

8,184,991 

100.0% 


Source: Centers for Medicare and Medicaid Services, Child Health Insurance Program Budget Report, 
based on Form 21 E and 64.21 E Combined, as of April 2014. 

Notes: The enrollment figures reported in this response represent “ever enrolled” counts wtiich 
measure the number of children covered by CHIP for any period of time during a given year. These 


^ Medicaid and CHIP Payment and Access Commission, Report to Congress on Medicaid and CHIP, June 2014 
^ Congressional Budget Office, The Budget and Economic Outlook: 2014 to 2014, February 2014. 

* Congressional Budget Office, The Budget and Economic Outlook: 2014 to 2014, February 2014. 
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enrollment counts differ sipiificM^dy frcHn estbnates based on “point-in-time” or average annual 
enrollment measures. 

CMS administrative data are frcwn Pi70l3 and represent die most recent CMS administrative data 
available date. 

In FY201 3, die HHS poverty guidelines for a family of 4 in the 48 contiguous states v/as $ 23,550, in 
Alaska $ 29.440 and in Hawaii $ 27,090. In Pr20l4. 200% of the federal poverty level for a family of 4 
in the 48 contiguous states was $47,100, in Alaska $58,880 j«id in Hawaii $54,180. Source: U.S. 
Department of Health and Human Services, Office of the Assistant Secretary for Planning and 
Evaluation (ASPE), 2013 Poverty Guiddines, available at hctp7/aspe.hhs.gov/poveny/ 1 4poverty.cfm. 

FPL: Federal poverty level. 

Title XXI of the Social Security Act (SSA) defines a targeted low-income child as one who is under age 
19 with no health insurance,* and who would not have been eligible for Medicaid under the federal and 
state rules in effect when CHIP was first initiated in 1997.^-’ States have broad discretion in setting their 
income eligibility standards, and eligibility varies across states. In FY2014, statewide upper income 
eligibility thresholds for CHIP-funded child coverage range from a low of 1 75% FPL to a high of 405% 
FPL. These thresholds represent the eligibility ceiling for CHIP children. As of January 2014; 

• 18 states and the District of Columbia provide coverage above 301% FPL; of these, two states 
extend coverage above 400% FPL, including New York (405% FPL) and California (416% FPL'' 
in one county); 

• 9 states provide coverage between 25 1 % FPL and 300% FPL; 

• 20 states provide coverage between 201% FPL and 250% FPL; and 

• 3 states extend coverage at levels less than 200% FPL, including Idaho ( 1 90% FPL), North 
Dakota (175% FPL), and Arizona (100%).'" 


^ States are permitted to require a period of uninsurance (i.e., wailing period) of up to 90 days before a child who is otherwise 
eligible is permitted to enroll in CHIP. See 78 Federal Register 42160, July 15, 2013. 

^ Section 21 10(b) of the Social Security Act. 

’ Children who meet the CHIP eligibility requirements do not always enroll in the CHIP program. The enrollment figures 
reported in this response represent “ever enrolled” counts which measure the number of children covered by CHIP for any period 
of lime during a given year. These enrollment counts differ significantly from estimates based on “point-in-time” or average 
annua! enrollment measures. 

® In FY2014, the HHS poverty guidelines for a family of 4 in the 48 contiguous states was $23,850, in Alaska $29,820 and in 
Hawaii $27,430. In FY2014, 200% of the federal poverty level for a family of 4 in the 48 contiguous states was $47,700, in 
Alaska $56,640 and in Hawaii $54, 860, Source; U.S. Department of Health and Human Services, Office of the Assistmit 
Secretary for Planning and Evaluation (ASPE), 2014 Poverty Guidelines, available at http://aspe.hhs.gov/poverty/14poverty.cfm. 
^ Estimates of “real” median household income in 2013, the latest date for which these data are available, are $51,939. Source: 
Carmen DeNavas-Wak and Bernadette D. Proctor; U.S. Department of Commerce, Economics and Statistics Administration, 
U.S. Census Bureau; Income and Poverty in the United States: 2013 Current Population Reports', September 2014. 

FY2014 CHIP upper income eligibility thresholds are from Medicaid and CHIP Payment and Access Commission, Report to 
Congress on Medicaid and CHIP, March 2014, MACSTATS, Table 9. 

‘ ‘ Most counties in California are in the state’s CHIP Medicaid expansion progran which extends coverage up to 266% FPL. 
However, the state had a separate CHIP program that extended CHIP coverage up to 321% FPL in three counties, and up to 
416% FPL in one county. During FY2013, children in the slate’s separate CHIP program were transitioned to the stale’s CHIP 
Medicaid expansion program. 

Federal authority for Arizona’s CHIP program to cover children in families with annual income above 100% FPL expired on 
January 31, 2014. As a result, children in families ivith income between 100-133% FPL transitioned to Medicaid effective 
(continued...) 
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Despite the fact that 27 states extend CHIP coverage to children in families with annua! income greater 
than or equal to 25 1 % FPL, CMS administrative data shows that CHIP enrollment is concentrated among 
families with annual income at lower levels. 

3. The Affordable Care Act/Obamacare authorized CHIP through fiscal year 2019, but did 
not include funding for the program beyond 2015 even though the Act required a 
Maintenance of Effort for the program for these additional four years. Using CBO data, 
please provide an general sense of the possible increase of federal spending had the Act 
funded CHIP through fiscal year 2019. 

As mentioned in Question # 1 , CRS is not able to provide a cost estimate of the impact on the federal 
budget if Congress had provided federal CHIP funding for FY2016 through FY2019 as part of the ACA 
because it is CBO’s purview to provide cost estimates to Congress. Last year, CBO provided MACPAC 
with an estimate of the cost to provide federal CHIP funding for FY2016 and FY2017, and CBO 
estimated this clean two year extension would increase net federal spending by $0—5 billion above CBO’s 
current law baseline as of June 2014. See the response to question #1 for a more detailed explanation of 
this estimate. 

4. Your report titled State Children ’s Health Insurance Program: An Overview indicates that, 
in fiscal year 2013, approximately 84 percent of separate CHIP program enrollees received 
coverage under some form of managed care. Please describe the types of managed care 
arrangements used in CHIP. To what extent are CHIP enroilees covered by managed care 
plans that also offer coverage in the private market versus plans that predominately cover 
Medicaid and CHIP population? 

A vast majority of CHIP children receive coverage through managed care, and most of these children 
receive this coverage through comprehensive risk-based managed care as opposed to primary care case 
management. Of the children receiving coverage through comprehensive risk-based managed care, most 
of them have coverage through a plan that covers exclusively or primarily public programs such as 
Medicaid and CHIP. 

Types of Managed Care 

In general, benefits are made available to CHIP children via two service delivery systems: fee for service 
or managed care. Under the “fee for service” (FFS) delivery system, health care providers are paid by the 
state Medicaid program for each service provided to a Medicaid enrollee. Under the “managed care” 
delivery system, Medicaid enrollees get most or all of their services from an organization under contract 
with the state. There are two main types of managed care used for CHIP: 


(...continued) 

January 1,2014. Children in families with income ovct 133% FPL were encouraged to apply for coverage through thehealUi 
insurance exchange where premium subsidies are available for eligible houselwlds. While the state’s CHIP program to extend 
coverage for CHIP-eligible children in families with annual income less than 100% FPL remains in effect, enrollment of new 
children has been frozen since January 1, 2010. As a result of the enrollment freeze, enrollment in Arizona’s CHIP program has 
dropped from 45.8 thousand in January 2010 to ^proximately 2.3 thousand in February 2014. Source: Tricia Brooks, Martha 
Heberlein, and Joseph Fu, Georgetown University Health Policy Institute, Center for Children and Families, Dismantling CHIP 
in Arizona: How Losing KidsCare Impacts a Child's Health Care Costs, May 2014. 
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• Comprehensive risk-based managed care — states contract with managed care plans to 
provide a comprehensive package of benefits to certain CHIP enrollees. States usually pay 
the managed care plans on a capitated basis, which means the states prospectively pay the 
managed care plans a fixed monthly rate per enrollee to provide or arrange for most health 
care services. 

• Primary care case management (PCCM) — states contract with primary care providers to 
provide case management services to CHIP enrollees. Typically, under PCCM, the primary 
care provider receives a monthly case management fee per enrollee for coordination of 
care, but the provider continues to receive fee for service payments for the medical care 
services utilized by Medicaid enrollees. 

A comparison of service delivery systems use in separate CHIP programs and CHIP Medicaid expansion 
programs from FY2010 showed that risk-based managed care was the predominant service delivery 
model for both separate CHIP and CHIP Medicaid expansion programs (Table 2). However, 
comprehensive risk-based managed care was more prevalent in separate CHIP programs than CHIP 
Medicaid expansion programs. In FY2010, separate CHIP programs used comprehensive risk-based 
managed care to cover 8 1% of the CHIP enrollees compared to 57% for CHIP Medicaid expansion 
programs.'^ In the same year, PCCM was used to cover a larger percentage of children in CHIP Medicaid 
expansion programs than in separate CHIP programs with 22% of children in CHIP Medicaid expansion 
programs covered by PCCM and 5% of children in separate CHIP programs.” 

Table 2. CHIP Enrollment, by Type of Program and Coverage 

FY20I0 


CHIP Medicaid Expansion 

Program Separate CHIP Program Total 


Comprehensive Risk* 
Based Managed Care 

!, 241.441 

57% 

4.503.71 ! 

81% 

5,745.152 

75% 

Primary Care Case 
Management 

450,253 

21% 

778,354 

14% 

i. 228, 607 

16% 

Fee for Service 

474,256 

22% 

257,708 

5% 

731,964 

9% 

Total 

2.165,950 

100% 

5.539.773 

100% 

7,705.723 

100% 


Source: Medicaid and CHIP Payment and Access Commission, Report to Congress on Medicaid and CHIP, June 201 1, Table 
A-2. 

An analysis by GAO about Medicaid managed care found a distinct difference between states that used 
the comprehensive risk-based managed care model as opposed to the PCCM model of managed care. 
GAO found that, in general, states with comprehensive risk-based managed care coverage had a higher 
concentration of low-income individuals living in urban areas, while states with greater PCCM coverage 
and no comprehensive risk-based managed care coverage generally had fewer individuals living in urban 
areas. GAO theorized that states with low concentration of low-income individuals living in urban areas 


Medicaid and CHIP Payment and Access Commission, Report to Congress: The Evolution of Managed Care in Medicaid, June 
2012 . 

Ibid. 
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may face challenges attracting comprehensive risk-based managed care plans due to concerns about 
establishing adequate provider networks or attracting sufficient enrollment. In addition, GAO found that 
states with a higher proportion of comprehensive risk-tesed managed care enrollment also typically had 
more managed care plans in the private market. 

Extent Managed Care Plans Offer Coverage in the Private Marketplace 

States may design their CHIP programs in three ways: a CHIP Medicaid expansion program, a separate 
CHIP program, or a combination of both a CHIP Medicaid expansion program and a separate CHIP 
program. For CHIP Medicaid expansion programs, the CHIP children are covered in the same way as 
Medicaid children, while CHIP children in separate CHIP programs receive coverage different from 
children in Medicaid. 

A survey of Medicaid programs found that 63% of Medicaid enrollees with comprehensive risk-based 
managed care coverage received that coverage through a plan that exclusively or primarily serves 
Medicaid enrollees (also known as a Medicaid-only plan) in FY201 1 Of the 36 states that answered this 
question in the survey, 26 states had both Medicaid-only and mixed (i.e,, a plan that serves both 
commercial and Medicaid populations) plans participating in their Medicaid managed care program. Five 
states had exclusively Medicaid-only plans and five states had exclusively mixed plans participating in 
their Medicaid managed care plans.'’ Another study found that as of July 1, 2011, 43% of the 
comprehensive risk-based managed care plans participating in Medicaid were Medicaid-only plans.'* 

There is little information available on the managed care arrangements in separate CHIP programs, and 
few studies have researched how managed care operates in separate CHIP programs.’’ However, one 
study researching Medicaid and CHIP managed care in 20 states focused on the types of managed care 
plans in the seven states in the study with CHIP comprehensive risk-based managed care programs that 
were part of separate CHIP programs. This study found that 57% of the plans participating in the separate 
CHIP programs for these seven states were comprehensive risk-based managed care plans that had public 
program enrollment only in 2010.“ 

5. How does the current eligibility requirements of CHIP, Medicaid, and Exchange 
coverage affect whether or not parents and children have the same health coverage? Please 
provide illustrative examples of situations where a family may have members with different 
coverage, such as a child in CHIP and a parent with coverage in the Exchange. 


Government Accountability Office, Medicaid: States’ use of managed care, GAO-12-872R, August 17, 2012. 

This figure includes total Medicaid enrollment not enrollment in CHIP Medicaid expansion programs. However, the same 
plans used for Medicaid are used for the CHIP Medicaid expansion programs. 

’’ Kathleen Gifford, Vernon K. Smith, and Dyke Snipes, el ai., A Profile of Medicaid Managed Care Programs in 2010: Findings 
from a 50-State Survey, Kaiser Commission on Medicaid and the Uninsured, September 2011. 

Medicaid and CHIP Payment and Access Commission, Report to Congress on Medicaid and CHIP:, June 201 3, Table 16.. 
Embry M. Howell, Ashley Palmer, and Fiona Adams, Medicaid and CHIP Risk-Based Managed Care in 20 States, Urban 
Institute, Final Report to the Office of the Assistant Secretary for Planning and Evaluation U.S. Department of Health and Human 
Services, July 2012; Medicaid and CHIP Payment and Access Commission, Report to Congress: The Evolution of Managed Care 
in Medicaid, June 2012. 

“ Ibid. 
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"Split-family" Coverage: Background 

The ACA changed the health insurance coverage landscape through, among other things: 

• the expansion of Medicaid up to 133% of the federal poverty level;^' 

• the creation of health insurance exchanges where certain individuals and businesses may 
purchase private health insurance; 

• the creation of federal tax credits which eligible individuals may use towards paying 
premiums for insurance purchased through the exchanges;^’ 

• insurance market reforms; and 

• the requirement that all individuals have minimum essential coverage whereby most 
individuals are required to maintain health insurance coverage or otherwise pay a 
penalty.^’ 

Within this new coverage landscape, there is the potential to provide a continuous source of subsidized 
coverage (of one sort or another) for lower-income individuals and families. However, in general, a 
person may be only eligible for one subsidized health coverage program (i.e., Medicaid, CHIP, or 
subsidized exchange coverage) at a time. As a result, it is possible for family members in the same 
household to be eligible for different health coverage programs (e.g., some in Medicaid, some in CHIP, 
and others in subsidized exchange coverage), and for their coverage to change over time. “Split-family” 
coverage, as it often called, is a result of different program eligibility requirements that take into account 
factors such as income, age, residency, disability status, immigration status, family composition, 
pregnancy status, duration of eligibility, other insurance coverage, and the availability of affordable 
employer-sponsored insurance for an individual and/or for his (or her) dependents. For example, children 
may be eligible for Medicaid or CHIP while their parents are not, because of different income eligibility 
thresholds for adults and children in a given state, or differences in citizenship status (e.g., all citizens, or 
a mix of citizens and noncitizens and citizens) among family members. 

From the family’s perspective, “split family” coverage may mean that different family members will be 
subject to different plan coverage, provider networks, as well as benefit and cost structures.” Early work 
in this area (i.e., before the U. S. Supreme Court’s ruling in National Federation of Independent Business 
V. Sebelius) generated national estimates of the number of Medicaid or CHlP-eligible children with the 
potential for exchange-eligible parents.” Later estimates take into account state actions with regard to the 


Itie ACA established 133% of the federal poverty level (FPL) (effectively 138%of FPL with an income disregard of 5% of 
FPL) as the new mandatory minimum Medicaid income eligibility level for most non-elderly individuals. On July 28, 2012, the 
U. S. Supreme Court issued its decision in National Federation of Independent Business v. Sebelius, finding that the enforcement 
mechanism for the ACA Medicaid expansion violated the Constitution, which effectively made the ACA Medicaid expansion 
optional for adults. For more information on the ACA Medicaid expansion, see CRS report R43564, The ACA Medicaid 
Expansion. 

For a discussion about the premium credits and cost-sharing subsidies established under ACA, see CRS Report R4i 137, Health 
Insurance Premium Credits in the Patient Protection and Affordable Care Act (ACA). 

For more information about the individual mandate, see CRS Report R4133i, Individual Mandate Under the ACA. 

For example, families who are split between CHIP and exchange coverage would be subject to premiums and other cost- 
sharing associated with both programs. While each program has separate stahxtory limits on premiums based on family income 
and CHIP’S cost-sharing protections (i.e., aggregate cost-sharing under CHIP may not exceed 5% of annual family income) also 
lake into consideratimi service-related cost-sharing, neither takes into account the effect of cost-sharing required by the other. 

This situation is often referred to as “premium stacking.” 

“In 2009, there were an estimated 15.7 million children living in this scenario. These children represent nearly 20 percent of all 
(continued...) 
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take up of the ACA Medicaid expansion for non-elderly adults. According to GAO, “In 2012, we 
estimated that 21 percent of children eligible for Medicaid, CHIP, or the premium tax credit under PPACA 
would have different eligibility from their parents as of the beginning of the year, and an additional 9 
percent would encounter that situation due to an income fluctuation during the course of the year.”^*’ 

As per the Committee’s request, we are providing a description of key eligibility requirements across each 
of the ACA low-income subsidy programs (i.e., Medicaid, CHIP and subsidized exchange coverage), and 
examples of situations where a family is split across the ACA low-income subsidy programs. This 
response includes: (1) an example of what eligibility might look like for a family of four^’ with annual 
income at 150% of the federal poverty level based on the applicable eligibility rules across the low- 
income subsidy programs in 5 states (i.e., California, Louisiana, New Jersey, Pennsylvania, and Texas)^* 
where everyone in the family is eligible for one of the ACA low-income subsidy programs in that state, 
and (2) two scenarios where given family members do not meet program eligibility requirements for one 
or more of the ACA low-income subsidy programs. In the later example, even though these individuals 
are in a family with annual income within the state’s income eligibility threshold for subsidized 
coverage — ^they cannot participate. These examples are not meant to be exhaustive, nor do they 
necessarily reflect the prevalence of these scenarios. They are intended to illustrate the impact that the 
program rules across the ACA low-income subsidy programs may have on a family in this income range. 


Eligibility 

Medicaid Eligibility 

Eligibility for Medicaid is determined by both federal and state law, whereby states set individual 
eligibility criteria within federal standards. Individuals must meet both categorical (e.g., elderly, 
individuals with disabilities, children, pregnant women, parents, certain nonelderly childless adults) and 
financial (i.e., income and sometimes assets limits) criteria.® In addition, individuals need to meet federal 
and state requirements regarding residency, immigration status, and documentation of U.S. citizenship. 
Some eligibility groups are mandatory, meaning that all states with a Medicaid program must cover them; 
others are optional. States are permitted to apply to CMS for a waiver of federal law to expand health 


(...continued) 

U.S. children and more than one-diird of Medicaid/CHIP eligible children.” Sowce: Stacey McMorrow, Genevive M. Kenny, and 
Christine Coyer; Addressing Barriers to Health Insurance Coverage Among Children: New Estimates for the Nation, California. 
New York, and Texas', Urban Institute; May 2012. 

See U.S. Government Accountability Office (GAO); Opportunities Exist for Improved Access to Affordable Insurance; June 
2012. See also, Carolyn L. Yocum, U.S. Government Accountability Office (GAO); Testimony Before the Subcommittee on 
Health, Committee on Energy and Commerce, House of Representatives: Children 's Health Insurance: Cost, Coverage and 
Access Considerations for Extended Federal Funding, December 3, 2014. 

In this example, the family of four includes an infmit, a non-disabled 8-year-old child, a pregnant mother and a father. 

These five states were chosen because their program eligibility policies represent a range of allowable policy options (e.g., 
decision to take up the ACA Medicaid expansion, diveraity of upper income eligibility levels across programs and groups, 
differences in CHIP program design, differences in eligibility fijr pregnant women) that result in a diversity of outcomes in terms 
of the number of low-income subsidy programs that the family might be eligible for. 

Some groups, such as young people under the age of 26 who have aged out of foster care, are eligible for Medicaid coverage 
without regard to the youths’ income and assets. 
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coverage beyond the mandatory and optional groups listed in federal statute.^® Medicaid eligibility must 
be redetermined at least annually. 

If a state participates in Medicaid, the following are examples of groups that must be provided Medicaid 
coverage: 

• low-income families that meet the financial requirements (based on family size) of the 
former Aid to Families with Dependent Children (AFDC) cash assistance program; 

• pregnant women and children through age 1 8 with family income at or below 1 33% of 
the federal poverty level (FPL);^’ 

• low-income individuals who are age 65 and older, or blind, or who are under age 65 and 
disabled who qualify for cash assistance under the Supplemental Security Income (SSI) 
program; 

• recipients of adoption assistance and foster care (who are under age 1 8) under Title IV-E 
of the Social Security Act; 

• certain individuals who age out of foster care, up to age 26, and do not qualify under 
other mandatory groups noted above; and 

• certain groups of legal permanent resident immigrants (e.g., refugees for the first seven 
years after entry into the United States; asylees for the first seven years after asylum is 
granted; lawful permanent aliens with 40 quarters of creditable coverage under Social 
Security; immigrants who are honorably discharged U.S. military veterans) who meet all 
other financial and categorical Medicaid eligibility requirements.^^ 

Examples of groups that states may provide Medicaid to include: 

• pregnant women and infants with family income between 133% and 1 85% of the FPL; 


^’^nder Section 1115 of the Social Security Act, the Secretary of HHS may waive Medicaid requirements contained in Section 
1902 (including, but not limited to, what is known as “freedom of choice” of provider, “comparability” of services, and 
“statewideness”). States use tills waiver authority to diange eligibility criteria in order to ofler coverage to new groups of people, 
to provide services that are not otherwise covered, to offer different service packages or a combination of services in different 
parts of the state, to cap program enrollment, and to implement innovative service delivery systems, among other purposes. 

The poverty guidelines (also referred to as the federal poverty level) arc a version of the federal poverty measure. They are 
issued each year in the Federal Register by the Department of Health and Human Services (HHS). The guidelines are a 
simplification of the poverty thresholds for use for administrative purposes — for instance, determining financial eligibility for 
certain federal programs. In FY2014, the HHS poverty guidelines for a family of 4 in the 48 contiguous states was $23,850, in 
Alaska $29,820 and in Hawaii $27,430. Source: U.S. Department of Health and Human Services, Office of the Assistant 
Secretary for Planning and Evaluation (ASPE), 2014 Poverty Guidelines, available at http://aspe,hhs,gov/poverty/14poverty.cfm. 

Prior to the enactment of the Children’s Health Insurance Act of 2009, (CHIPRA, PX. 111-3), legal immigrante arriving in the 
United States after August 22, 1996, were ineligible for Medicaid or CHIP benefits for their first five years in the United States. 
With the enactment of CHIPRA, states are permitted to waive the five-year bar to Medicaid or CHIP coverage for pregnant 
women and children who arrived in the United States after August 22, 1996 and who are (1) lawfully residing in the United 
States and (2) are otherwise eligible for such coverage when certain requirements are met. Twenty-five states have opted to cover 
otherwise five-year barred children, and 20 states have opted to cover five-ye^ barred prcgiant women. Source: Hasstedt, K.; 
Guttmacher Policy Review; Toward Equity and Access: Removing Legal Barriers to Health Insurance Coverage for Immigrants', 
vol. 16, no. 1; pp 2-8; 2013. For more recent information on state take up of the five-year bar state plan option, see Vernon K. 
Smith, Kathleen Gifford, and Eileen Ellis, Health Management Associates and Robin Rudowitz and Laura Snyder, Kaiser Family 
Foundation, Medicaid in an Era of Health and Delivery System Reform: Results from a 50-State Medicaid Budget Survey for 
Slate Fiscal Years 2014 and 2015, October 2014. 



103 


Congressional Research Service 


12 


• certain individuals who qualify for nursing facility or other institutional care and have 
incomes up to 300% of SS! benefit level, referred to as “the 300 percent rule”; 

• “medically needy” individuals who are members of one of the broad categories of 
Medicaid covered groups (i.e., are aged, have a disability, or are in families with 
children), but do not meet the applicable income requirements and, in some instances, 
assets requirements for those eligibility pathways;’’ 

• working people with disabilities, and 

• nonelderly adults who otherwise are not eligible for Medicaid with income at or below 
133% of FPL (i.e., the ACA Medicaid expansion). 

CHIP Eligibility 

In general, CHIP extends coverage to certain low-income children and pregnant women without health 
insurance in families with annual family income too high to qualify them for Medicaid. Specifically, Title 
XXI of the SSA defines a targeted low-income child as one who is under age 19 with no health 
insurance,” and who would not have been eligible for Medicaid under the federal and state rules in effect 
when CHIP was first initiated in 1997.” States have broad discretion in setting their income eligibility 
standards, and eligibility varies across states. 

Child Eligibility in CHIP Medicaid Expansion Programs 

Because CHIP eligibility builds on top of Medicaid eligibility, the Medicaid child eligibility rules that 
were in effect when CHIP was established in 1997 represent the Medicaid eligibility ceiling for children.” 
States with CHIP Medicaid expansion programs may cover CHIP children by expanding their Medicaid 
programs in the following ways: (1) by establishing a new optional eligibility group for such children as 
authorized in Title XXI of SSA, and/or (2) by liberalizing the financial rules for any of several existing 
Medicaid eligibility categories.” Regardless of the state’s approach, CHIP children are an optional 
eligibility group in Medicaid and enrollees must be covered statewide. 

Child Eligibility in Separate CHIP Programs 

States are permitted to determine the eligibility criteria for the group of CHIP children who may enroll in 
separate CHIP programs.” Title XXI of the SSA allows states to use the following factors in determining 
eligibility; geography (e.g., sub-state areas or statewide), age (e.g., subgroups under 19), income, 


For these groups, states are required to allow individuals to spend down to the medically needy income standard by incurring 
and paying medical expenses. 

States are permitted to require a period of uninsurance (i.e., waiting period) of up to 90 days before a child who is otherwise 
eligible is permitted to enroll in CHIP. See 78 Federal Register 42160, July 15, 2013. 

^^Section 21 10(b) of the Social Security Act. 

Federal Medicaid statute establishes mandatory coverage floors (defined as a percentage of the federal poverty level) for its 
poverty-related pregnant women and children eligibility groups. States are permitted to extend coverage above these federal 
minimum thresholds which is why there is variability acro.ss states in terms of the income eligibility threshold at which CHIP 
begins. 

As of January 1, 2014, states are no longer permitted to expand eligibility standards to higher income levels through the 
adoption of income disregards. Section 1902(eX14)(B)oflhe Social Security Act. 

Section 2102(b) of the Social Security Act. 
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residency, disability status (so long as any standard relating to disability status does not restrict 
eligibility),’’ access to or coverage under other health insurance (to establish whether such 
access/coverage precludes CHIP eligibility),*’ and duration of CHIP eligibility (states must re-determine 
eligibility at least annually).*" 

States can set the upper income level for CHIP children up to 200% of the federal poverty level (FPL), or 
50 percentage points above the applicable pre-CHIP Medicaid income level. However, prior, to January 1 , 
2014, states were able to use income disregards,*” which effectively permitted states to expand eligibility 
to children under age 19 at whatever level they chose. Two states, New Jersey, and New York, plus one 
California county used this income-counting methodology*” to expand their CHIP programs to 355% 

FPL, 405% FPL, and 416% FPL, respectively.*” The income-disregard option was eliminated under the 
ACA.*" Under the ACA, states are permitted to use CHIP federal matching funds to cover children who 
lose Medicaid eligibility as a result of the elimination of income disregards,*** and the ACA required states 
to transition CHIP children ages 6 through 18 in families with annual income less than 133% FPL to 
Medicaid, beginning January 1 , 20 1 4— these children are often referred to as “stair step children.”*” As a 


States are permitted to offer different benefit packages for children with special needs, as long as the eligibility criteria for that 
coverage comply with the Americans with Disabilities Act (ADA) requirements for non-discrimination. Source: The 
Administration's Responses to Questions About the State Children's Health Insurance Program, July 29, 1998, Fifth Set. 

A CHIP child must not be found eligible for Medicaid, or other group health coverage, for example, See 42 C.F.R. §457.310. 

States are permitted to continue coverage for CHIP-eligible children for a period of 12 months regardless of changes in family 
composition or income that may otherwise affect their eligibility status. While no explicit statutory authority for 12 months of 
continuous coverage currently exists in CHIP statute, HHS reports that 33 states provided 12 months of continuous coverage to 
CHIP children in FY2012. Source: Medicaid and CHIP Payment and Access Commission, Report to the Congress on Medicaid 
and CHIP, March 2013, 

Income disregards (including block of income disregards) and deductions effectively increase the amount of income a child’s 
family can have and still be eligible for coverage, as drey serve to eliminate from a family’s countable income certain expenses, 
costs or anounts of income. 

^^Medicaid and CHIP financial eligibility requirements place limits on the maximum amount of income (and sometimes assets) 
individuals may possess to become eligible (often referred to as staruiards or thresholds). Additional guidelines specify how states 
should calculate these amounts (i.e., counting methodologies). 

Under the State Children’s Health Insurance Program Reauthorization Act of 2009 (CHIPRA, P.L. 1 11-3), new states (in 
addition to California, New Jersey, and New York) were discouraged from expanding CHIP income eligibility through a policy 
that required a reduction in federal CHIP payments for coverage of children in families with income above 300% FPL. CHIPRA 
also included other provisions to provide financial incentives to states to find and enroll Medicaid eligible children at lower 
income levels through the use of CHIP Performance Bonus Payments. These payments were directed at states that adopted 5 out 
of 8 enrollment facilitation strategies and that successfully enrolled Medicaid-eligible children over target enrollment levels. 
These bonus payments expired at the end of FY2013. 

TTie ACA required states to transition to a new income counting rule based on the IRS’ Modified Adjusted Gross Income 
(MAGI). Under the transition to MAGI, states were given a limited opportunity to expand CHIP eligibility above 200% of the 
FPL (not to exceed 300% FPL) using the old income counting rules by submitting a state plan amendment (SPA) before 
December 31, 2014. 

States must provide coverage through a septate CHIP program to children who lose Medicaid as a result of the elimination of 
income disregards permitted under Section 2IOi(f) of the ACA. Coverage for this population wall be paid for out of the state’s 
CHIP allotment at the CHIP enhanced match rate and will cease when the last child protected has been afforded 12 months of 
coverage (expected to be no later than April I, 2016). While coverage of children protected by 2101(f) is mmdated through a 
separate CHIP program, states may instead continue to provide coverage of these children in the state’s Medicaid progr^. 
However, if a state chooses the option to maintain Medicaid eligibility for such children, funds through Title XIX of SSA and 
regular FMAP rates will apply. Sources: Centers for Medicare and Medicaid Services, Medicaid/CHJP Affordable Care Act 
Implementation: Children ’s Health Insurance Program (CHIP) coverage for children who lose Medicaid eligibility due to the 
elimination of income disregards as a result of the conversion to MAGI. Section 2I0I(f of the Affordable Care Act: Answers to 
Frequently Asked Questions-, April 25, 2013; and CMS Answers to Frequently Asked Questions: Telephonic Applications, 
Medicaid and CHIP Eligibility Policy and 7 5/25 Federal Matching Rate, August 9, 2013, December 31, 2013. 

Coverage for such children will continue to be paid for out of the state’s CHIP annual allotment at the enhanced CHIP 
{continued.,.} 
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result of these CHIP program eligibility rules, statewide upper income eligibility thresholds for CHIP- 
funded child coverage vary substantially across states, ranging from a low of 175% FPL to a high of 
405% FPL. 


CHIP Eligibility for Pregnant Women and Unborn Children 

In FY20 14, nineteen states provided coverage to pregnant women under CHIP. The three main ways that 
states may extend CHIP coverage to pregnant women (regardless of their age) are through (1) the state 
plan option for pregnant women; (2) the Section 1115 waiver authority and/or (3) the unborn child 
pathway.® The latter is the predominant pathway used by states for this purpose. As of January 2014, four 
states (Colorado, New Jersey, Oregon, and Rhode Island) extended coverage to pregnant women under 
Section 1115 waiver authority or the CHIP pregnant women state plan option.® Under CHIPRA, states are 
permitted to cover pregnant women through a state plan amendment when certain conditions are met (e.g., 
the Medicaid income standard for pregnant women must be at least 1 85% FPL but in no case lower than 
the percentage level in effect on July 1, 2008; no preexisting conditions or waiting periods may be 
imposed; and CHIP cost-sharing protections apply). The period of coverage associated with the state plan 
option includes pregnancy through the postpartum period (roughly through 60 days postpartum). Infants 
bom to such pregnant women are deemed eligible for Medicaid or CHIP, as appropriate, and are covered 
up to age one year. 


Eligibility for Subsidized Exchange Coverage 

Health insurance exchanges operate in every state and the District of Columbia (DC), per the ACA 
statute.” Exchanges are not insurance companies; rather, they are “marketplaces” that offer private health 
plans to qualified individuals*' and small businesses.” Given that ACA specifically requires exchanges to 


(...continued) 
matching rate. 

Prior to the enactment of CHIPRA, legal immigrants arriving in the United States after August 22, 1 996, were ineligible for 
Medicaid or CHIP benefits for their first five years in the United Stales. With the enactment of CHIPRA, states are permitted to 
waive the five-year bar to Medicaid or CHIP coverage for pregnant women and children who arrived In the United States after 
August 22, 1996 and who are (1) lawfully residing in the United St^es and (2) are otherwise eligible for such coverage when 
certain requirements are met. Twenty-five states have opted to cover otherwise five-year barred children, and 20 states have 
opted to cover five-year barred pregnant women. Source: Hasstedt, K.; Guttmacher Policy Review; Toward Equity and Access: 
Removing Legal Barriers to Health Insurance Coverage/or Immigrants; vol. 16, no, 1; pp 2-8; 2013. For more recent 
information on state take up of the five-year bar state plan option, see Vernon K. Smith, Kathleen Gifford, and Eileen Ellis, 
Health Management Associates and Robin Rudowitz and l^aura Snyder, Kaiser Family Foundation, Medicaid in an Era of Health 
and Delivery System Reform: Results from a 50-State Medicaid Budget Survey for Stale Fiscal Years 2014 and 2015, October 
2014. 

Medicaid and CHIP Payment and Access Commission, Report to Congress on Medicaid and CHIP, March 2014, Table 9, pp 
80-82. 

See Kaiser Family Foundation, State Health Insurance Marketplace Decisions, January 27, 2014, at http://kff.org/health- 
reform/slide/state-decisions-for-crcating-heallh-insurance-exchanges/. ACA §1323 allowed U.S. territories to choose to either 
establish an exchange or not; as of the date of this response, no terrilOTy opted to establish an exchange. 

Enrollment in an exchange plan is voluntary; see §1312(dX3) of ACA. The voluntary nature of exchange enrollment also 
applies to Membere of Congress and their personal staff, w4io may be offered by the federal government only coverage created 
under the ACA or offered tiwough an exchange, per ACA§1312(dX3)(D). In oAer words, although the federal government may 
make only certain health coverage available to ^plicable Members and staff, such individuals retain their right to enroll in any 
coverage that may be available to them (e.g., a private employer’s health plan offered to the Member’s spouse). For a 
comprehensive discussion about these issues, see CRS Report R43194, Health Benefits for Members of Congress and Certain 
Congressional Staff. 
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offer insurance options to individuals and small businesses, exchanges are structured to assist these two 
different types of “customers.” Consequently, there is an exchange to serve individuals and families, and 
another to serve small businesses (“SHOP exchanges”), within each state.” 

Certain enrollees in the individual exchanges are eligible for premium assistance in the form of federal tax 
credits.’"* Such credits are not provided through the SHOP exchanges. The premium credit is an 
advanceable, refundable tax credit, meaning tax filers need not wait until the end of the tax year to benefit 
from the credit, and they may claim the full credit amount even if they have little or no federal income tax 
liability. 

To be eligible for a premium credit through an individual exchange, a person (or family) must: 

• have a household income (based on Modified Adjusted Gross Income ( MAGI) between 
100%” and 400% of the federal poverty level (FPL), with an exception,” 

• not be eligible for “minimum essential coverage”” (such as Medicaid, Medicare, or an 
employer-sponsored plan that meets certain requirements),” other than through the 
individual health insurance market; 

• be enrolled in an exchange plan; and 

• be part of a tax-filing unit.“ 


(...continued) 

** Before 2016, states will have the option to define “small employers” either as those with 100 or fewer employees or 50 or 
fewer employees. Beginning in 2016, small employers will be defined as those with 100 or fewer employees. Beginning in 2017, 
large groups may participate in exchanges, at state option. 

ACA gives states the option to merge both exchanges and operate them under one structure. 

For additional information about ACA’s premium tax credits, seeCRS Report R41 137, Health Insurance Premium Credits in 
the Patient Protection and Affordable Care Act (ACA). 

Given that the ACA Medicaid expansion is a state option, it leaves open the possibility that, as of 2014, certain individuals 
with incomes less than 100% FPL will not be eligible for either Medicaid or premium credits. 

An exception is made for lawfully present aliens with income below 100% FPL who are ineligible for Medicaid for the first 
five years that they are lawfully present. These taxpayers will be treated as though their income is exactly 100% FPL for purposes 
of the premium credit. 

” The definition of minimum essential coverage Is broad. It generally includes Medicare Part A; Medicaid; the State Children’s 
Health Insurance Program (CFDP); TRICARE; the TRICARE for Life program, a health care program administered by the 
Department of Veteran’s Affairs; the Peace Corps program; a government plan (local, state, federal), including the Federal 
Employees Health Benefits Program (FEHBP); any plan established by an Indian tribal government; any plan offered in the 
individual, smaJJ-group, or large-group market; a grandfathered health plan; and any other health benefits coverage, such as a 
state health benefits risk pool, as recognized by the HHS Secretary in coordination \vith the Treasury Secretary. 

Certain individuals are eligible only for limited benefits under Medicaid. The IRS has promulgated regulations on whether or 
not it treats limited benefit Medicaid coverage as minimum essential coverage (MEC). (For a list of Medicaid limited benefits 
identified in relevant IRS niles, see the Appendix in CRS Report R41331, Individual Mandate Under ACA.) In the final 
regulation on non-compliance with ACA’s individual mandate, the IRS slated that certain limited benefit coverage under 
Medicaid would not be considered MEC in 2014 (78 Federal Register 53646, August 30, 2013). Individuals eligible for such 
coverage may still be able to access premium tax credits, assuming they meet all other eligibility requirements. Moreover, the 
IRS issued a proposed rule on MEC which identified other limited benefit Medicaid coverage as not meeting the definition of 
MEC (78 Federal Register 4302, January 27, 2014). 

Individuals who are offered health coverage through an employer may be eligible for the premium tax credit if the employer 
coverage does not meet affordability (employer-sponsored insurance is considered affordable if employees’ premiums 
contributions for self-only coverage comprise l^s than 9.5% of femily income) and adequacy ( standards. For a discussion of 
those standards, see CRS Report R4i 159, Potential Employer Penalties Under the Patient Protection and Affordable Care Act 
(ACA). 
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The Individual Mandate 

Beginning in 2014, ACA requires most individuals to maintain health insurance coverage that meets a 
minimum set of standards or otherwise pay a penalty.®’ Certain individuals are exempt from the individual 
mandate. For example, individuals with qualifying religious exemptions and those for whom health 
insurance coverage is “unaffordable” will not be subject to the mandate or its associated penalty. 
Individuals who do not maintain health insurance coverage and are not exempt from the mandate will 
have to pay a penalty for each month of noncompliance. The penalty is assessed through the federal tax 
filing process; any penalty that taxpayers are required to pay for themselves or their dependents must be 
included in their return for that taxable year. 


Examples of "Split Family" Coverage 

As per the Committee’s request, we were asked to provide illustrative examples of situations where a 
family may have members with different coverage. What follows are examples of what eligibility might 
look like for a family of four (i.e., an infant, a non-disabled 8-year-old child, a pregnant mother, and a 
father) with annual income at 150% of the federal poverty level in each of 5 states, including California, 
Louisiana, New Jersey, Pennsylvania, and Texas.®^ In the first example, we assume that each family 
member meets the applicable eligibility requirements for the relevant ACA low-income subsidy program. 
This assumption allows us to examine how eligibility may change based on the applicable upper income 
eligibility levels across the low-income subsidy programs in these 5 states. 

In a second example, we provide two scenarios where a given family member (or members) does (do) not 
meet program eligibility requirements for one (or more) of the low-income subsidy programs, and thus 
even though the family has annual income that is generally within the range of subsidized coverage — ^the 
individual cannot participate. Families at this income range are less likely to have access to employer- 
sponsored insurance, and thus this (these) individual(s) may be uninsured.®’ These examples are not 
meant to be exhaustive, nor do they necessarily reflect the prevalence of these scenarios. They are 
intended to illustrate the impact that the program rules across the ACA low-income subsidy programs may 
have on a family in this income range. 


(...continued) 

^“Since the premium tax credits administered through the individual income tax filing process, credit recipients are required to 
file federal tax returns, even if they do not have federal tax liability. 

For more information about the individual mandate, see CRS Report R41331, Individual Mandate Under the ACA. 

TTiese five states were chosen because their pro^mi eligibility policies represent a range of allowable policy options (e.g., 
decision to take up the ACA Medicaid expansion, diversity of upper income eligibility levels across programs and groups, 
differences in CHIP program design, differences in eligibility for pregnant women) that result in a diversity of outcomes in terms 
of the number of low-income subsidy programs diat the family might be eligible for. For example, California, New Jersey and 
Pennsylvania have taken up the ACA Medicaid expansion, and Louisiana and Texas have not. 

“ For more information on the access to private insurance coverage among low-income children in CHIP, see Mathematica 
Policy Research, CHIPRA Mandated Evaluation of the Children 's Health Insurance Program: Final Findings, August 1, 2014. 
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Example 1: All Family Members are Eligible for at Least One Low-Income Subsidy 
Program 

Figure 1 shows upper income eligibility levels for infants, children age 1 through 5, children age 6 
through 18, pregnant women and parents in Medicaid, CHIP, and subsidized exchange coverage in 5 
states (California, Louisiana, New Jersey, Pennsylvania, and Texas), as of January 1, 2014.*’'* 


Figure I . Selected Upper Income Eligibility Levels for Infants, Children Age I through S, 
Children Age 6 through 1 8, Pregnant Women, and Parents as a Percentage of the Federal 
Poverty Level in Medicaid, CHIP and Subsidized Exchange Coverage 
As of January \,20\A 
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Source: CRS figure based on Medicaid and CHIP Payment and Access Commission: Re^jort to Congress on Medicaid ond 
CHIP. MoKh 20 1 4-. MACScats: Tables 9 and 10. 

Notes: Upper income levels (%FPL) represent die highest income eligibility threshold available in the state, and include die 
5% disregard (which the taw provides as a standard disre^rd). 

It is important to note that CHIP coverage is limited to uninsured children, so children who have health insurance 
coverage and fall Into the income eligibility range shown for CHIP are nonetheless not CHIP eligible due to their insurance 
staUis. 

“Stair-step” children refer to children age 6 through 18 who were transitioned from separate CHIP programs to Medicaid 
under the ACA. Such children are considered Medicaid eligible, although their coverage is paid for out of the state’s CHIP 
annual allotment and matched at the CHIP enhanced FMAP (E-FMAP) rate. 

In one county in California, CHIP coverage for children extends to a higher income eligibility threshold than subsidized 
excha^ige coverage (i.e., 4 1 6% of FPL), 

Pennsylvania implemented the ACA Medicaid expansion for non-elderly adults up to 1 33% FPL (effectively 1 38% FPL with 
the 5% income disregard that the law allows). Medicaid eligibility rules for the parent coverage expansion have been added 
here to reflect this recent state action. 


Pennsylvania implemented its ACA Medicaid expansion for non-disabled adults as of January 1, 2015. The state’s ACA 
Medicaid expansion is shown in Figure 1. 
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In FY20I4, the HHS poverty guidelines for a family of 4 in the 48 contiguous states v/as $23,850, in Alaska $29,820 and in 
Hawaii $27,430. Source; U.S. Deparmient of Health and Human Services, Office of the Assistant Secretary for Planning and 
Evaluation (i^PE), 2014 Poverty Guidelines, available at; ht^://aspe.hhs.gov/poverty/l4poverty.cfm. 

FPl.: Federal Poverty Level 


In general, variability exists in the income eligibility ranges (i.e., income eligibility floors and ceilings) 
associated with each of the ACA low-income subsidy programs. The federal Medicaid statute establishes 
mandatory coverage floors (defined as a percentage of the federal poverty level) for its poverty-related 
pregnant women and children eligibility pathways. However, states are permitted to extend Medicaid 
coverage above these federal minimum levels; this is why there is variability across states in terms of the 
income eligibility levels at which CHIP begins. For example, the state of New Jersey extends Medicaid 
eligibility to infants in families with annual income less than or equal to 194% FPL, while the state of 
Pennsylvania extends Medicaid eligibility to infants in families with annual income less than or equal to 
215% FPL. In another example, CHIP coverage for children extends to a higher income eligibility 
threshold than subsidized health insurance exchange coverage in one county in California (i.e., 416% 
FPL). 

Figure 1 shows both the range of CHIP income eligibility relative to the other programs, and how the 
programs are envisioned to work together in extending coverage to low-income children and families. 
CHIP in Texas, for example, covers a relatively small segment of the income eligibility continuum while 
CHIP in California, New Jersey and Pennsylvania cover a larger segment of the continuum. “ This is 
particularly true for infants and pregnant woman. In general, states have used the optional Medicaid 
eligibility pathways to set higher Medicaid income eligibility levels for infants and pregnant women 
relative to older children. As a result, CHIP has been used to provide health coverage to older uninsured 
children to a greater extent. 

The vertical purple line in Figure 1 represents 1 50% of the federal poverty level, and shows what 
eligibility across low-income subsidy programs might look like for a family of four with annual income at 
this level in each of the 5 states. In this example, the family of four includes an infant, a non-disabled 8- 
year-old child, a pregnant mother, and a father, all of whom otherwise meet the applicable eligibility 
requirements for the relevant ACA low-income subsidy program in that state. 

Based on this example, in California, Pennsylvania and Texas family coverage would be similarly spilt 
across three low-income subsidy programs (i.e., Medicaid for the infant and pregnant mother, CHIP for 
the non-disabled 8-year-old child, and subsidized exchange coverage for the father). In Louisiana, family 
coverage would be split across two low-income subsidy programs (i.e., CHIP for the children and 
pregnant mother, and subsidized exchange coverage for the father). In New Jersey, family coverage would 
also be split across three low-income subsidy programs, however, CHIP would cover two of these 
individuals (i.e., Medicaid for the infant, CHIP for the non-disabled 8-year-old and pregnant mom, and 
subsidized exchange coverage for the father). 


This figure, however, is not weighted to reflect program enrollment by state. For example, it is possible that a state with a large 
uninsured child population but a CHIP program with a relatively narrow income eligibility range may result in a much larger 
number of CHIP program enroilees than a state with a relatively small uninsured child population and a CHIP program with a 
much broader income eligibility range. For example, in Texas, the CHIP eligibility range appears small by comparison to the 
CHIP eligibility range in Louisiana. However, in FY2013, CMS administrative data show CHIP child enrollment totaling 
approximately 1 million in Texas as compared to approximately 150,000 in Louisiana. 
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Example 2; At Least One Family Member is Ineligible for one of the Low-Income 
Subsidy Programs 

It is important to note that not all individuals with family income within the ranges covered by the ACA 
low-income subsidy programs are eligible due to program rules that differ for each of these programs. For 
instance, CHIP is only available to uninsured children, subsidized exchange coverage is generally not 
available to individuals with access to minimum essential coverage, and insurance status is not considered 
when determining Medicaid eligibility. The following scenarios provide examples where a given family 
member (or members) in our family of four does (do) not meet program eligibility requirements for one 
(or more) of the low-income subsidy programs, and thus even though the family has annual income that is 
generally within the income eligibility thresholds for subsidized coverage — ^the individual cannot 
participate. 

Scenario 1: Mix of Citizenship Status across Family Members 

In this scenario, the infant in our family of four with annual income at 150% of the federal poverty level 
was bom in the United States, the 8-year-old nondisabled child and pregnant mother are considered to be 
lawfully residing in the United States within the 5-year bar, and the father is undocumented. Based on the 
eligibility rules associated with citizenship status^ in each of California, Louisiana, New Jersey, 
Pennsylvania, and Texas, the family would likely be split across two low-income subsidy programs, with 
one (or more) family members ineligible for at least one program depending on the state, In California 
and Pennsylvania, the infant and the pregnant mother would be eligible for Medicaid, the 8 -year-old 
would be eligible for CHIP, and the father would be ineligible for coverage under any of the ACA low- 
income subsidy programs. In Louisiana, the infant and the pregnant mother (through the CHIP unborn 
child pathway) would be eligible for CHIP, but the 8-year old child and father would be ineligible for 
coverage under any ACA low-income subsidy programs. In New Jersey and Texas, the infant would be 
eligible for Medicaid, and the 8-year old child and pregnant mother would be eligible for CHIP (via the 5- 
year bar state plan option in New Jersey and the unborn child pathway in Texas), and the father would be 
ineligible for coverage under any ACA low-income subsidy programs. 

Scenario 2: 

In this scenario, our family of four has the same make up of an infant, an 8 year-old nondisabled, child, a 
pregnant mother, and a father, but the family’s annual income is 95% of the federal poverty level. Under 
this scenario, the state’s take up of the ACA Medicaid expansion becomes relevant because, in general, 
individuals are only eligible for subsidized exchange coverage if they have annual income between 100% 
and 400% of the federal poverty level (FPL). 

Based on this scenario, in California, New Jersey and Pennsylvania the entire family would be eligible for 
the Medicaid program. In Louisiana and Texas, everyone but the father would be eligible for Medicaid. In 
these states, the father may be uninsured because he is not eligible for Medicaid and/or subsidized 
coverage under the exchanges, and purchase of private health insurance coverage through the exchange or 
otherwise would likely be very costly relative to family income. 


Hasstedt, K.; Guttmacher Policy Review; Toward Equity and Access: Removing Legal Barriers to Health Insurance Coverage 
for Immigrants', vol. 16, no. 1; pp 2-8; 2013. 
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Questions from the Honorable Frank Pallone, Jr.: 

1. Sometimes we hear people criticize Medicaid and even CHIP, as being a “government run” 
program. While the federal government provides financial support and broad parameters, states 
have a lot of flexibility to design their programs. Do you agree? 

States have a fair amount of flexibility to design their Medicaid and CHIP programs. First, participation in 
both programs is voluntary. However, all states, the District of Columbia, and the territories participate. 
Both programs are federal and state matching programs. States must follow broad federal rules in order to 
receive federal matching funds, but have flexibility to design their own version of Medicaid and CHIP 
within the federal statute’s basic framework. This flexibility results in variability across state Medicaid 
and CHIP programs, 

Each state has a Medicaid and CHIP state plan that describes how the state will administer its programs. 
States submit these state plans to the federal Centers for Medicare & Medicaid Services (CMS) for 
approval. States that wish to go beyond what the law allows must seek approval from the Secretary of 
Health and Human Services under various waiver authorities.” 

While program flexibilities exist, some state health officials have the view that more flexibility is 
required. One common argument is that, under the current Medicaid financing structure it is difficult to 
control program costs especially during times of economic constraint when states typically see increases 
in program enrollment at the same time they see decreases in state revenues. Others suggest that states 
have less flexibility then it would appear since some of Medicaid’s optional services (e.g., prescription 
drug coverage) are not really optional in today’s world of medicine. 

Table 3 summarizes some of the key program features that shape these programs, and highlights some of 
the flexibilities that states have in designing Medicaid and CHIP, 


” The Social Security Act authorizes several waiver and demonstration authorities to provide states with the flexibility to operate 
their Medicaid programs. Each waiver authority has a distinct purpose and specific requirements. Under the various waiver 
authorities, states may try new or different approaches to the delivery of health care services or adapt their programs to the 
special needs of particular geographic areas or groups of Medicaid enrollees. The primary Medicaid waiver authorities include: 
Section 1115 Research and Demonstration Projects; Section 1915(b) Managed Care/Freedom of Choice Waivers; Section 
1915(c) Home- and Community-Based Services Waivers (HCBS); and Section 1915(b) and (c) Waivers. The Section 1115 
waiver authority also applies to CHIP. 
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2. Isn’t it true that most of the coverage provided under both Medicaid and CHIP is 
provided through private insurance companies, either HMOs or some other arrangement? 

Managed care is the predominant delivery model for both Medicaid and CHIP, especially for children. 
Most of this managed care covered is provided through comprehensive risk-based managed care, and 
under this model states contract with managed care plans (i.e., private health insurance companies) to 
provide a comprehensive package of benefits to Medicaid and CHIP enrollees. The primary reasons states 
provide for choosing managed care include promoting care management and care coordination, increasing 
cost-predictability, reducing costs, and improving access to care.*’” 

Managed Care in Medicaid 

Traditionally, states provided Medicaid coverage on a fee for service basis, which means Medicaid 
enrollees independently identify health care providers that will accept Medicaid enrollees and the state 
pays the providers directly. Some states adopted Medicaid managed care during the early 1980s, but most 
states waited until the 1990s to use managed care for their Medicaid programs. Throughout the 1990s, 
managed care grew to become the dominant form of health care delivery for Medicaid.® 

The growth in Medicaid managed care enrollment has continued, and on July 1 , 20 1 1 , almost 72% of 
Medicaid enrollees were covered by some type of managed care with 50% of Medicaid enrollees covered 
by comprehensive risk-based managed care.™ As of FY20 1 1 , at least 36 states and the District of 
Columbia used comprehensive risk-based managed care in their Medicaid program.’* Twenty-six of these 
states and the District of Columbia had more than half of their Medicaid enrollees in comprehensive risk- 
based managed care inFY2011, and seven of these states had over 75% of their Medicaid population 
enrolled in comprehensive risk-based managed care.™ 

Most states use managed care primarily for their non-disabled child and adult populations. In FY201 1, 
just over 63% of all Medicaid children had coverage through comprehensive risk-based managed care, 
and 1 1 states and the District of Columbia had over 90% of their Medicaid children covered through 
comprehensive risk-based managed care.” While managed care has largely been used for Medicaid 
subgroups that do not have chronic health care needs, some states are turning to this type of service 
delivery system for the elderly and individuals with disabilities. 

While over two-thirds of Medicaid enrollees are covered by managed care, Medicaid expenditures for 
managed care account for only 20% of total Medicaid expenditures. Managed care expenditures account 


Medicaid and CHIP Payment and Access Commission, Report to Congress: The Evolution of Managed Care in Medicaid, June 
2012; Embry M. Howell, Ashley Palmer, and Fiona Adams, Medicaid and CHIP Risk-Based Managed Care in 20 Slates, Urbrni 
institute. Final Report to the Ofilce of the Assistant Secretary for Planning and Evaluation U.S. Department of Health and Human 
Services, July 2012. 

Embry M. Howell, Ashley Palmer, and Fiona Adams, Medicaid and CHIP Risk-Based Managed Care in 20 States, Urban 
Institute, Final Report to the Office of the Assistant Secretary for Planning and Evaluation U.S. Department of Health and Human 
Services, July 2012. 

Under comprehensive risk-based managed care, states contract with managed care plans to provide a comprehensive package 
of benefits to certain enrollees. States usually pay the managed care plans on a capitated basis, A\^ich means the states 
prospectively pay the managed care plans a fixed monthly rate per enrollee to provide or arrange for most health care services. 

’’ Data was not reported for Maine, Tennessee, and Vennont. (Medicaid and CHIP Payment and Access Comnussion, Report to 
Congress on Medicaid and CHIP, June 201 4, Table 1 4.) 

Ibid. 

” Ibid. 
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for such a small share of total Medicaid spending because Medicaid managed care enrollment is 
dominated by families and children who tend to have lower health care costs, while the highest-cost 
Medicaid enrollees (i.e,, the elderly and disabled populations) generally receive FFS coverage,” 

Managed Care in CHIP 

CHIP was established in the Balanced Budget Act of 1997 (P.L. 105-33) at a time when states’ use of 
managed care for Medicaid was growing significantly. As a result, many states used comprehensive risk- 
based managed care as primary delivery model for their CHIP programs. States had the choice of 
establishing their CHIP program in one of three ways: CHIP Medicaid expansion, separate CHIP 
program, or adopt a combination approach where the state operates a CHIP Medicaid expansion and one 
or more separate CHIP programs concurrently. In FY2013, the bulk of CHIP program enrollees received 
coverage through separate CHIP programs (approximately 70%). The remainder (approximately 30%) 
received coverage through a CHIP Medicaid expansion. 

When states provide Medicaid coverage to CHIP children (i.e., CHIP Medicaid expansion), their states’ 
Medicaid rules typically apply and CHIP children in CHIP Medicaid expansion programs are covered by 
managed care in the same manner as Medicaid children in their state. There isn’t any current state-by- 
state information about managed care coverage for children in CHIP Medicaid expansion, but since the 
Medicaid structures and rules apply to CHIP Medicaid expansion programs, states’ coverage of managed 
care in their Medicaid program can provide information about managed care coverage in CHIP Medicaid 
expansion programs. 

Two of the CHIP Medicaid expansion states (Alaska and New Hampshire) did not use any comprehensive 
risk-based managed care in their Medicaid programs in FY201 1, which means the CHIP children in these 
states would not receive comprehensive risk-based managed care coverage.’* Three of the other six states 
(Hawaii, Maryland, and Ohio) and District of Columbia that operate their CHIP program as a full CHIP 
Medicaid expansion program use comprehensive risk-based managed care to cover over 90% of their 
Medicaid children, which means most of the CHIP children in these states would also have 
comprehensive risk-based managed care coverage.” 

Twenty-nine states operate their CHIP program as a combination of CHIP Medicaid expansion programs 
and separate CHIP programs.” Four of these states (Delaware, Florida, Indiana, and Wisconsin) covered 
more than 90% of their Medicaid children with comprehensive risk-based managed care in FY201 1, 
which means most of the CHIP children in the CHIP Medicaid expansion portion of these states’ CHIP 
programs would be covered by comprehensive risk-based managed care. However, eight” of these states 
did not cover any of their Medicaid children with comprehensive risk-based managed care in FY201 1 


Kaiser Commission on Medicaid and the Uninsured, Medicaid and Managed Care: Key Data, Trends, and Issues, Publication 
#8046, Februfuy 2010, 

Vermont operates their CHIP programs as a CHIP Medicaid expansion program, and there isn’t managed care data in the 
Medicaid and CHIP Payment and Access Commission report for Vermont. (Medicaid and CHIP Payment and Access 
Commission, Report to Congress on Medicaid and CHIP, June 2014, Table 14.) 

Medicaid and CHIP Payment and Access Commission, Report to Congress on Medicaid and CHIP, June 2014, Table 14. 

’’ Centere for Medicare and Medicaid Services (CMS), Children's Health Insurance Program Plan Activity, as of July I, 2014. 

The eight states are Arkansas, Idaho, Iowa, Louisiana, Montana, North Carolina, Oklahoma, and South Dakota. (Medicaid and 
CHIP Payment and Access Commission, Report to Confess on Medicaid and CHIP, June 2014, Table 14.) 

Maine and Tennessee both operate their CHIP programs as a combination of a CHIP Medicaid expansion program and a 
separate CHIP program, and neither of these two states have managed care data in the Medicaid and CHIP Payment and Access 
Commission report. (Medicaid and CHIP Payment and Access Commission, Report to Congress on Medicaid and CHIP, June 
(continued...) 



118 


Congressional Research Service 


27 


There is data from FY2013 for managed care coverage in separate CHIP programs, which includes states 
with full separate CHIP programs and combination programs. In FY2013, managed care was the 
predominant delivery system for separate CHIP programs. As shown in Figure 2, most (80%) of children 
in separate CHIP programs were covered by comprehensive risk-based managed care.*° Of the 43 states 
with a separate CHIP programs, thirty-one used comprehensive risk-based managed care in their separate 
CHIP program. Of the states that used comprehensive risk-based managed care, 23 states covered more 
than 80% of the CHIP children in their separate CHIP program with comprehensive risk-based managed 
care, and eight of these states had all of the children in their separate CHIP program covered by 
comprehensive risk-based managed care.*' 

Figure 2. Children in Separate CHIP Programs, by Type of Delivery System 

FY20I3 


Primary Care Case 
Management 
4% 


Source: Medicaid and CHIP Payment and Access Commission, Report to Congress on Medicaid and CHIP, March 2014, Table 
5. which is based on data from the CHIP Statistical Enrollment Data System (SEDS) as of March 4, 2014. 

Notes: This figure does not include children in CHIP Medicaid expansion programs. 
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Medicaid and CHIP Payment and Access Commission, Report to Congress on Medicaid and CHIP, March 2014, Table 5. 
Ibid. 
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3. What Medicaid and CHIP do guarantee, however, is coverage that is child-appropriate. 
In Medicaid, and in CHIP programs provided through Medicaid, children are guaranteed 
the Early Periodic Screening Detection and Treatment (EPSDT) benefit. Could you discuss 
what EPSDT provides that is critical for children? 

The EPSDT program is a required benefit for nearly all children (under age 21) who are enrolled in 
Medicaid (whether through traditional state plan coverage or otherwise), including CHIP Medicaid 
expansion programs.®^ EPSDT covers health screenings and services, including assessments of each 
child’s physical and mental health development; laboratory tests (including lead blood level assessment); 
appropriate immunizations; health education; and vision, dental, and hearing services. The screenings and 
services must be provided at regular intervals that meet “reasonable” medical or dental practice 
standards.*® States are required to provide all federally allowed treatment to correct problems identified 
through screenings, even if the specific treatment needed is not otherwise covered under a given state’s 
Medicaid plan. EPSDT sets Medicaid benefit coverage for children (including CHIP Medicaid expansion 
children) apart from other sources of health insurance in that it permits coverage of all services listed in 
Medicaid statute (regardless of whether a given benefit is covered in the state plan) and it effectively 
eliminates any state-defined limits on the amount, duration, and scope of this benefit. 

While not required under separate CHIP programs, data from a 201 3 study** that looked at benefit 
coverage in 42 separate CHIP programs (in 38 states) indicate that benefits offered under separate CHIP 
programs ranged from benefit coverage modeled after the state’s Medicaid plan to more limited benefit 
coverage available through the commercial market. Of the 25 states with Secretary-approved coverage in 
2013, 14 states modeled their coverage after the state’s Medicaid program, and 1 1 of these 14 states 
offered EPSDT as a part of the state’s separate CHIP program benefits. 

Tracking receipt of EPDST covered services is complicated by the diverse range of licensed providers 
(e.g., medical doctor, nurse practitioner, dentists, and others) that may offer the services, as well as the 
wide range of locations in which the screenings or other services may be provided (ranging from well- 
child climes to Head Start programs and many other locations).** Further, the primaiy data source on use 
of EPSDT services is separate from the overall Medicaid claims data reported to CMS and does not 
include information received by specific eligibility groups.** 

At the same time, available information indicates receipt of EPSDT services by Medicaid children, is not 
always complete. In 2010, the Health and Human Services (HHS) Office of Inspector General (OIG) 


” EPSDT is not a mandatory benefit for the medically needy, although states that choose to extend EPSDT to their medically 
needy population must make the benefit available to all Medicaid-eligible individuals under age 21. Section 1905(r) of the Social 
Security Act Section and Section 1902(a)(43) of the Social Security Act. 

Section 1905(r) of the Social Security Act. 

*" Anita Cardwell, et al.. National Academy for State Health Policy and Georgetown University Health Policy Institute, Center 
for Children and Families; Benefits and Cost Sharing in Separate CHIP Programs, May 2014. 

“ Eligible EPSDT providers and service locations are detailed in CMS, Slate Medicaid Manual-. Part 5: Early and Periodic 
Screening Diagnostic and Treatment Services, Section 5124, pp. 5-19. 

“ States use CMS Form 4 1 6 to report annual aggregate data on the number of children (by age group) who are eligible for 
EPSDT services and have received certain services. See FY2013 data available at http'.//www.tnedicaid.gov/Medicaid-CHIP- 
Program-Information/By-Topics/Benefits/Early-and-Periodic-Screening-Diagnostic-and-Treatment.html. Beginning, July 1, 2014 
states must submit Medicaid program and financial data through the Transformed-Medicaid Statistical Information System (T- 
MSIS). T-MSIS will replace CMS Form 416 data and will eventually allow for more detailed analysis of EPSDT service use. 
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reported that many Medicaid-eligible children did not receive all required EPSDT services,” In a follow 
up study conducted in 2013, the HHS OIG found that CMS had taken steps to encourage greater 
participation in EPSDT screenings and treatments. However, citing data that showed a national 
participation rate for EPSDT screenings of 63% in FY2013 (well below the HHS goal of 80% 
participation), it stated that the “underutilization of medical screenings is an ongoing concern.”** 


4. In the responses from governors that the Committee received to its July 2014 letter on 
the CHIP program, most governors expressed interest that Congress should act quickly to 
extend CHIP funding. I strongly agree that we need to act quickly. Please share some of the 
administrative and operational challenges that states would face if Congress were to delay 
acting on this issue. 

Without Congressional action regarding the extension of federal CHIP funding, many states will be 
putting together their state fiscal year (SPY) 20 1 6 budget with uncertainty about whether federal CHIP 
funding will be extended and at what level. In addition, for separate CHIP programs, if federal CHIP 
funding is not extended, these states need time to provide CHIP enrollees with “sufficient notice” of 
coverage termination. 

State Budget Uncertainty 

State governments do not know for certain whether federal CHIP funds will be extended past September 
30, 2015, and if federal funding is extended, states do not know at what level the program will be funded. 
Avast majority of states will be developing their SFY20I6 budgets between January and June 2015 with 
their SFY20 16 beginning on July 1, 2015. Asa result, states will determining their SFY2016 budgets 
and putting together state legislation before knowing whether states will be receiving FY2016 CHIP 
allotments or the amount of those potential allotments. 

In their responses to the committees request for information about CHIP, the governors from Alabama, 
Rhode Island, and Texas stated that their SFY2016 budget process would be complicated due to the 
uncertainty about the future of federal CHIP funding.^" For instance, if federal CHIP funding is not 
extended, states with CHIP Medicaid expansion programs will need to continue covering the CHIP 
children in these programs at the lower Medicaid matching rate due to the ACA maintenance of effort 
(MOE) (see the following section for more information about the ACA MOE), and these states would 
need to budget for this increased expense. 


HHS, Office of (he Inspector Genera! (OIG), Most Medicaid Children in Nine States Are Not Receiving All Required 
Preventive Screening Services, May 2010 (OEI-05-08-00520), htlp://oig.hhs.gov/oei/reports(oei-05-08-00520.pdf. The report 
cited a need for improved documentation of certain screenings as well as better provider knowledge of what a screening entails 
(among other things) as ways to improve services. In December 2010, CMS convened a National EPSDT Improvement 
Workgroup to help identify areas to improve EPSDT and to work at the federal level and with states to improve children’s access 
to EPSDT services and the quality of the data reporting on receipt of those services. 

HHS, OIG, “Recommendation Follow-up Memorandum Report: CMS Needs to Do More to Improve Medicaid Children 's 
Utilization of Preventive Screening Services OEI-05-1 3-00690,” November 12, 2014. Available at 
http;//oig.hhs.gov/oei/reports/oei-05-l 3-00690.pdf. 

National Conference of State Legislatures, Budget Cycles, December 2008. 

^ Responses to Bipartisan, Bicameral Letters to Governors Regarding CHIP, December 3, 2014, 
http;//energy commerce.house.gov/leUer/responses-bipartisan-bicameral-letters-govemors-regarding-chip. 
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Starting in FY2016, under current law, the enhanced federal medical assistance percentage (E-FMAP or 
federal matching rate) for CHIP is to increase by 23 percentage points (not to exceed 100%) for most 
CHIP expenditures. This would increase the statutory range of the E-FMAP rate from 65% through 85% 
to 88% through 100%. With this 23 percentage point increase, the federal share of CHIP expenditures will 
be significantly higher. In formulating their SFY201 6 budgets, states are uncertain whether to include this 
23 percentage point increase or not. 

Adequate Time to Notify Enrollees 

If federal CHIP funding is not extended, states need sufficient lead time to make contingency plans and 
notify enrollees of coverage terminations. Due to the ACA maintenance of effort (MOE), only enrollees in 
separate CHIP programs might lose coverage if federal CHIP funding expired. The ACA MOE requires 
states to maintain income eligibility levels for CHIP children through September 30, 2019, as a condition 
for receiving payments under Medicaid.*' 

For states to continue to receive federal Medicaid funds, the ACA child MOE provisions require that 
CHIP-eligible children in CHIP Medicaid expansion programs must continue to be eligible for Medicaid 
through September 30, 2019.*^ When a state’s federal CHIP funding is exhausted, the state’s financing for 
these children switches from CHIP to Medicaid. This switch would cause the state share of covering these 
children to increase because the federal matching rate for Medicaid is less than the E-FMAP rate. In the 
responses from governors, a few states mentioned the additional cost of the CHIP Medicaid expansion 
portion of their program if federal CHIP funding is not extended. The letter from New Hampshire said 
this increased cost “...would need to be offset by other Medicaid cuts at a time we are developing a new 
system of care.” 

For separate CHIP programs, only the CHlP-specific provisions of the ACA MOE requirements are 
applicable. These provisions contain a couple of exceptions: 

• slates may impose waiting lists or enrollment caps in order to limit CHIP expenditures or 

• after September 1 , 20 1 5, states may enroll CHIP-eligible children into qualified health 
plans in the health insurance exchanges that have been certified by the Secretary to be “at 
least comparable” to CHIP in tenns of benefits and cost sharing. 

In addition, in the event that a state’s CHIP allotment is insufficient to fund CHIP coverage for all eligible 
children, a state must establish procedures to screen CHIP-eligible children for Medicaid eligibility,” and 
enroll those who are eligible in Medicaid. 

For children not eligible for Medicaid, the state must establish procedures to enroll CHIP-eligible children 
in qualified health plans offered in the health insurance exchanges that have been certified by the 
Secretary of Health and Human Services (HHS) to be “at least comparable” to CHIP in terms of benefits 


Section 2 i 05(d)(3) of the Social Security Act. 

Both the CHIP child MOE and the Medicaid child MOE concurrently apply to the CHIP Medicaid expansion programs. CHIP 
children covered under CHIP Medicaid expansion programs are an optional eligibility group under Medicaid. However, because 
the Medicaid MOE for children extends through FY2019, states are not permitted to roll back Medicaid eligibility for the.se 
children without the loss of all Medicaid federal matching fimds. 

States must conduct eligibility redeterminations for Medicaid and CHIP at least annually. Due to fluctuations in income among 
the CHIP target population, it is possible that a former ClflP-eligible child may meet the state’s Medicaid eligibility standard due 
to a change in annual income that may not have been taken into consideration until the enrollee’s next regularly scheduled 
eligibility redetermination. 
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and cost sharing. Under these ACA MOE requirements, states are only required to establish procedures to 
enroll children in qualified health plans certified by the Secretary. If there are no certified plans, the MOE 
does not obligate states to provide coverage to these children. Even when there are certified plans, not all 
CHIP children may be eligible for subsidized exchange coverage due to the “family glitch” among other 
reasons. 

Without an extension of federal CHIP funding, children in separate CHIP programs would be expected to 
lose CHIP coverage unless the state decides to extend the program with state funding. There are laws and 
regulations pertaining to states’ termination of CHlP-financed coverage. None of the federal rules address 
terminating coverage as a result of the absence of federal funding, and HHS may issue guidance for states 
about the termination of coverage due to the absence of federal funding. Federal regulations require states 
to provided “sufficient notice” of CHIP eligibility suspension or termination “...to enable the child’s 
parent or caretaker to take any appropriate actions that may be required to allow coverage to continue 
without interruption.”* Neither federal statute nor regulations provides a specific length of time for 
“sufficient notice” to affected families. Aside from the federal requirements about notifying CHIP 
enrollees of eligibility termination, states may want to inform enrollees, and in the responses from 
governors, the letter from New York mentioned that “...states would need at least twelve months of lead 
time in order to plan for, notify, and efficiently transition children to other programs.” 

Also, it is important to note that no federal statute or regulation prohibits states from continuing to operate 
their CHIP programs using state funding with the potential to receive future federal CHIP matching funds, 
A state may make claims for federal payment based on expenditures incurred by the state prior to or 
during the period of availability related to that fiscal year.’* 


Subsidized coverage in the health insurance exchanges Is not available to individuals with access to affordable health 
insurance. The “family glitch” results from the definition of affordable coverage. Under the ACA, employer-sponsored insurance 
is considered affordable if an employee’s premium conttibutions for self-only coverage (not family coverage) comprise less than 
9.5%of household income. However, there is no affoniability limit on the employees’ share of premiums for family coverage. 
Due to the “family glitch,” some of the cuirent CHIP enrollees would not be eligible for subsidized coverage in the health 
insurance exchanges based on a parent’s access to “afToixlable” employer-sponsored insurance. For more information about 
subsidized coverage in the health insurance exchanges, see CRS Report R4i 137, Health Insurance Premium Credits in the 
Patient Protection and Affordable Care Act (ACA), by Bernadette Femtmdez. 

42 C.F.R. § 457.340(e)(2). It is unclear how this federal reflation may interact with the ACA MOE requirements. 

42 C.F.R. § 457.614(a). 
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January 8, 2015 


Ms. Carolyn Yocom 
Director 
Health Care 

U.S. Government Accountability Office 
441 G Street, N.W. 

Washington, D,C. 20548 

Dear Ms. Yocom: 

Thank you for appearing before the Subcommittee on Health on Wednesday, December 3, 2014, 
to testi^' at the hearing entitled “The Future of the Children’s Health Insurance Program.” 

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains 
open for ten business days to permit Members to submit additional questions for the record, which are 
attached. The format of your responses to these questions should be as follows: (1) the name of the 
Member whose question you are addressing, (2) the complete text of the question you are addressing in 
bold, and (3> your answer to that question in plain text. 

To facilitate the printing of the hearing record, please respond to these questions with a 
transmittal letter by the close of business on Thursday, January 22, 20 1 5, Your responses should be 
mailed to Adrianna Simonelli, Legislative Clerk, Committee on Energy and Commerce, 2125 Rayburn 
House Office Building, Washington, D.C. 20515 and e-mailed in Word format to 
Adrianna.Simonelli@mail.house.gov. 


Thank you again for your time and effort preparing and delivering testimony before the 
Subcommittee. 


Sincerely, _ • 

/•n 
/ 'JdscphiL. Pitts 
Cnairman 

Subcommittee on Health 


so: The Honorable Frank Pallone, Jr,, Ranking Member. Subcommittee on Health 


Attachment 
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U.S. GOVERNMENT ACCOUNTABILITY OFFICE 

441 G St. N.W. 

Washington, DC 20548 


January 22, 2015 


The Honorable Joseph R. Pitts 
Chairman 

Subcommittee on Health 
Committee on Energy and Commerce 
House of Representatives 

Dear Mr. Chairman: 

This letter responds to your request that we address questions submitted for the record 
related to the December 3, 2014 hearing entitled The Future of the Children's Health 
Insurance Program. GAO’s responses to these questions are enclosed and are based 
on previous work related to the areas addressed. 

If you have any questions about these responses or need additional information, please 
contact Carolyn L. Yocom at yocomc@gao.gov or call (202) 512-7114. 

Sincerely yours, 

Carolyn L. Yocom 
Director, Health Care 

Enclosure 

cc: The Honorable Frank Pallone, Jr., Ranking Member, Subcommittee on Health 
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Post-Hearing Questions for the Record 
Submitted to Carolyn Yocom 

From the Honorable Joseph R. Pitts and the Honorable Frank Pallone, Jr. 
“The Future of the Children’s Health insurance Program” 
December 3, 2014 


The Honorable Joseph R. Pitts 

1 . Under the Affordable Care Act/Obamacare, states are only permitted to use a 
waiting period of up to 90 days before a child who is otherwise eligible is 
permitted to enroll in CHIP. Before Obamacare, states could require waiting 
periods of up to a year. This was designed to ensure that CHIP coverage does not 
crowd out private coverage. What, if any, concerns does the removal of state 
options for implementing longer waiting periods raise and to what extent does 
this needlessly increase federal spending? 

Our prior work suggests that it is unclear whether having required waiting periods for 
CHIP, and the length of those periods, affect crowd-out, i.e., the substitution of public 
health coverage through CHIP for private health insurance. In 2009, we reported that 39 
states used waiting periods to minimize crowd-out, with 16 of those states requiring 
periods of 3 months or less, 20 states requiring 4 months or longer (generally 4 to 6 
months), and 3 states requiring different periods for different situations, such as different 
income levels.' All 39 states included exemptions designed to account for instances 
where a child involuntarily lost private health insurance. The studies GAO identified that 
focused on the effects of waiting periods and cost sharing requirements found that such 
requirements can have a negative effect on individuals’ participation in CHIP. These 
studies also suggested that policies to minimize crowd-out may deter CHIP enrollment 
by eligible uninsured children at a faster rate than they deter use by individuals who 
have private coverage. We found that little is known about the effects of the different 
lengths of waiting periods on minimizing crowd-out. 

2. Express Lane Eligibility ailows states to determine eligibiiity for children in 
Medicaid or CHIP by using certain information, such as information from other 
public-assistance programs that enroll children. While express lane eligibility can 
result in administrative simplification, what, if any, concerns does this initiative 
raise for CHIP program integrity? 

Our prior work suggests that express lane eligibility (ELE) could result in administrative 
savings and have beneficial effects on enrollment.^ However, we also reported that 


'See GAO, State Children's Health Insurance Program: CMS Should Improve Efforts to Assess Whether SCHIP is 
Substituting for Private Insurance, GAO-09-252 (Washington, D.C.: Feb. 20, 2009). 


^See GAO, Medicaid and CHIP: Considerations for Express Lane Eligibility, GAO-1 3-1 78R (Washington, D.C.: Dec. 
5, 2012). 
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whether states' use of ELE has resulted in erroneous excess payments would be 
another key consideration when deciding whether to extend the option. We reported in 
December 2012 that the extent to which erroneous payments had been made as a result 
of ELE was not known. Though CHIPRA requires states to compute error rates related 
to ELE and report those to CMS annually, CMS had begun discussions about payment 
error rates internally and with states and was not planning to issue rules or guidance to 
states in the near future. We reported that if ELE was extended beyond its original 
expiration date of September 30, 2013, it would be particularly important that CMS 
place a higher priority on clarifying how states should determine ELE error rates and 
collect information on these erroneous excess payments. Congress most recently 
extended ELE through September 30, 2015. A recent evaluation of ELE for the 
Department of Health and Human Services (HHS) that focused on implementation in 
Louisiana included the state's overall payment error rate for Medicaid but did not include 
an error rate specific to those enrolled through ELE. 

3. With all of the outreach that has occurred under the current CHIP program and 
given the amount of federal dollars spent on outreach to encourage consumers to 
get enrolled in health coverage related to the Affordable Care Act/Obamacare, 
what, if any, policy rationale Is there for continued federal funding of CHIP 
performance bonuses? Given GAO’s historic concerns regarding possible 
duplication, isn’t this a role a state could fund and perform if the state deemed it 
necessary or useful? 

We have not done any work assessing the effects of CHiP performance bonuses or the 
interaction of these financial incentives with other federal funds for outreach related to 
the new coverage options through health insurance exchanges, 

4. Under HHS rules, states are permitted to continue coverage for CHIP-eligible 
children for a period of 12 months regardless of changes In family composition or 
income that may otherwise affect their eligibility status. This means that a child 
could be eligible in January, become ineligible in February, and still be on the 
CHiP roils using services through the end of the year. What concerns does such a 
policy raise about the appropriate use and safeguards of federal dollars? 

In states electing the option to grant 12-month continuous eligibility for children in CHIP, 
a child remains eligible for coverage regardless of a change in family income that may 
otherwise affect their eligibility. Thus, a child enrolled in January who experiences, for 
example, an increase in income in February that exceeds the income requirements for 
the program, would remain eligible for CHIP coverage. As an eligible enrollee, any 
payments made on behalf of that individual would be consistent with program 
regulations. Providing 12-month continuous eligibility potentially results in higher costs 
associated with higher-income enrollees remaining in CHIP. However, it also avoids 
additional administrative costs related to more frequent eligibility determinations, and 
minimizes individuals moving in and out of the CHIP program, which has the potential to 
improve continuity of care. GAO has not done studies aimed at examining these trade- 
offs. 
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5. States have told us that, as a result of the modified-adjusted gross income (MAGI) 
calculation’s treatment of lump sum payments, lottery winners are currently 
enrolled in Medicaid. In fact, in 2014, one state reported to us that roughly one in 
four of their lottery winners were enrolled in Medicaid or had a family member in 
Medicaid. This includes at least one individual who won more than $25 million. 
Since CHIP uses MAGI calculations as well, is it possible that CHIP is providing 
coverage for lottery winners? Please explain how lump sum payments such as 
lottery winnings are treated under the MAGI calculation? Does GAO have an 
opinion on whether or not it is an appropriate use of federal dollars to provide 
Medicaid coverage to multi-million dollar lottery winners? 

Under the MAGI methodology, income received as a lump sum, such as lottery 
winnings, is counted as income in the month that the payment was received. Assets, 
including savings, are not considered for individuals whose eligibility for Medicaid or 
CHIP is determined using the MAGi methodoiogy, although any interest earned on 
savings or other assets would be considered.^ Therefore, it is possible that children in 
families with lottery winnings could be eligible and enrolled in CHIP. Prior to the 
implementation of MAGI, almost all states did not consider or had reduced consideration 
of assets when determining eligibility for CHIP.” As a result, it is not clear that the MAGI 
changes have affected the extent to which individuals with large lump payments might 
qualify for CHIP. 

6. GAO recently issued a report raising concerns about gaps in state and federai 
efforts to ensure Medicaid managed care program integrity. According to CRS, in 
fiscal year 2013, approximately 84 percent of separate CHIP program enrollees 
received coverage under some form of managed care. Do these same gaps in 
program integrity issues exist in CHIP? What efforts exist to ensure the Integrity 
of the CHIP program? 

In our recent work on Medicaid program integrity, we found that managed care presents 
a gap in Medicaid program integrity efforts — as state and federal program integrity 
officials primarily focus on fee-for-service claims rather than Medicaid managed care 
payments. ® We aiso found that federal entities have taken few steps to address 
Medicaid managed care program integrity. We recommended that CMS increase its 
oversight of Medicaid managed care program integrity through a number of 
mechanisms, inciuding requiring states to audit payments to and by Medicaid managed 
care plans. We did not assess the extent to which these gaps in program integrity efforts 
exist in separate CHIP programs. If similar gaps exist in CHIP program integrity efforts, 


”The MAGI methodology does not apply to certain eligibility groups, including the aged, blind, or disabled, and 
individuals seeking coverage for long-term services and supports. 

'^See GAO, Children’s Health Insurance: Opportunities Exist for Improved Access to Affordable Insurance, GAO-12- 
648 (Washington, D.C.: June 22, 2012), 

^See GAO, Medicaid Program Integrity: Increased Oversight Needed to Ensure Integrity of Growing Managed Care 
Expenditures. GAO-14-341 (Washington, D.C.; May 19. 2014). 
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our recommendations would be relevant for CHIP as well, given the prevalence of 
managed care coverage in separate CHIP programs, 

7. As Congress moves to probably extend CHIP funding in some form, does GAO 
have relevant Medicaid or CHIP policies which you would recommend Congress 
consider that might either be targeted offsets or common-sense program integrity 
poiicies to include in legislation extending CHIP funding? 

GAO has several open agency recommendations related to Medicaid program integrity, 
but we have not been asked to conduct work assessing CHIP program integrity issues. 
Our Medicaid program integrity recommendations include suggestions for CMS to 
strengthen the Medicaid Integrity Program, eliminate duplication, and more efficiently 
use audit resources;® strengthen oversight of program integrity for Medicaid managed 
care;’' and increase efforts to ensure that states are correctly reporting overpayments.® 
GAO also has an open matter for Congressional consideration regarding improving the 
transparency of and accountability for Medicaid non-disproportionate share hospital 
(DSH) supplemental payments. In November 2012, we reported that Congress should 
consider requiring the Administrator of CMS to require states to 1) improve state 
reporting of non-DSH supplemental payments, 2) clarify permissible methods for 
calculating such payments, and 3) submit an annual independent certified audit verifying 
state compliance with permissible methods for calculating non-DSH supplemental 
payments.® 


The Honorable Frank Pallone. Jr. 

1. Sometimes we hear people criticize Medicaid, and even CHIP, as being a 
“government-run” program. While the federal government provides financial 
support and broad parameters, states have a lot of flexibility to design their 
programs. Do you agree? 

We have reported in prior work that the federal-state CHIP partnership has provided an 
important opportunity for innovation on the part of states for the overall benefit of 
children's health.’® Providing three design choices — states may create a separate CHIP 
program, provide coverage to CHIP-etigible children through their Medicaid programs, or 


®See GAO, Medicaid Integrity Program: CMS Should Take Steps to Eliminate Duplication and Improve Efficiency, 
GAO-1 3-50 (Washington. D.C.: Nov. 13, 2012). 

’See GAO, Medicaid Program Integrity: Increased Oversight Needed to Ensure Integrity of Growing Managed Care 
Expenditures, GAO-14-341 (Washington, D.C.: May 19, 2014). 

®See GAO, Medicaid: CMS Should Ensure that States Clearly Report Overpayments, GAO-14-25 (Washington, D.C.; 
Deo. 6,2013). 

®See GAO, Medicaid: More Transparency and Accountability for Supplemental Payments are Needed, GAO-13-48 
(Washington, D C.: Nov. 6, 2012). 

’®See GAO, Children's Health Insurance: States' SCHIP Enrollment and Spending Experiences and Considerations 
for Reauthorization, GAO-07-558T (Washington, D.C.: Mar. 1, 2007). 
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use a combination of these two approaches — allows states to focus on their unique 
needs and specific priorities. For example, provision of coverage through Medicaid 
(referred to as a CHIP-funded Medicaid expansion) offers Medicaid’s comprehensive 
benefits and administrative structures and ensure children’s coverage if states exhaust 
the CHIP allotments. In contrast, separate CHIP programs offer the state more flexibility 
in designing the program and may allow the state to better control program spending 
than when coverage is provided through a CHIP-funded Medicaid expansion. 

2. Isn’t it true that most of the coverage provided under both Medicaid and CHIP is 
provided through private insurance companies, either HMDs or some other 
arrangement? 

We have not been asked to conduct any work looking at the use of managed care in 
CHIP. However, data indicate that the use of managed care in Medicaid and CHIP is 
substantial. According to statistics developed by MACPAC, about 80 percent of 
enrollees in states with separate CHIP programs were enrolled in managed care in fiscal 
year 2013.” Though we did not identify comparable data for children in CHIP-funded 
Medicaid expansion programs, the most recent data for Medicaid managed care 
enrollment show that about 63 percent of Medicaid children were enrolled in 
comprehensive managed care in fiscal year 2011. 

3. What Medicaid and CHiP do guarantee, however, is coverage that is child- 
appropriate. in Medicaid, and in CHiP programs provided through Medicaid, 
children are guaranteed the Early Periodic Screening Detection and Treatment 
(EPSDT) benefit. Could you discuss what EPSOT provides that is critical for 
children? 

The Early and Periodic Screening, Diagnostic, and Treatment (EPSDT) benefit entitles 
children in Medicaid to receive age-appropriate periodic screening services that include 
a comprehensive health and developmental history, a comprehensive physical exam, 
appropriate immunizations, laboratory tests, and health education. EPSDT also covers 
dental, vision, and hearing services and other necessary health care services, such as 
diagnostic follow up tests when concerns are identified, as well as the services 
necessary to control, correct, or reduce health conditions discovered through screenings 
and diagnostic tests, regardless of whether these services are typically covered by the 
state’s Medicaid plan for other beneficiaries. Separate CHIP programs are not required 
to provide full EPSDT services but some separate CHIP programs do so. 

4. In the responses from Governors that the Committee received to its July 2014 
letter on the CHIP program, most governors expressed interest that Congress 
should act quickly to extend CHIP funding, i strongly agree that we need to act 
quickly. Please share some of the administrative and operational challenges that 
states would face if Congress were to delay acting on this issue? 

We have not done work to assess how the timing of an extension of CHIP funding could 
affect states. However, states are likely to face challenges if Congress ultimately decides 


”As of fiscal year 2013, 5.3 million children across 39 states were enrolled in separate CHIP programs, and 2.5 
million children across 32 states were enrolled in CHIP-funded Medicaid expansions. 
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not to extend funding. For example, states may not be prepared to seamlessly transition 
children to coverage in qualified health plans (QFP) offered through health insurance 
exchanges. As we noted in my testimony before the Committee, if CHIP funding is not 
extended, PPACA requires that beginning in October 2015 states must establish 
procedures to ensure that the children who are not covered by CHIP are screened for 
Medicaid eligibility. If ineligible for Medicaid, children are to be enrolled in a QHP.’^ For 
states with CHIP-funded Medicaid expansions, children would remain in Medicaid in the 
absence of CHIP funds, but the state would receive a lower federal matching rate, 
increasing state costs. 

S. In terms of physician access, I understand you and other researchers have 
reported that CHIP and Medicaid enroliees experience similar challenges as 
individuals covered by private insurance. Would you agree that Issues with 
access experienced by families with children in CHIP reflect broader system-wide 
challenges, rather than problems with CHIP itself? 

In 2013, we reported that our review of survey data indicated that most CHIP enroliees 
reported positive responses regarding their ability to obtain care, and the proportion of 
positive respondents was generally comparable to those with Medicaid or with private 
insurance.’^ While over 88 percent of CHIP enroliees reported that they had a usual 
source of care and always or almost always got the care they needed, it is likely that 
some proportion of children with each type of coverage experience challenges in 
accessing care. Our prior work suggests that any access issues may be more 
pronounced for children in CHIP or Medicaid. For example, physicians we surveyed in 
2010 experienced much greater difficulty referring children in Medicaid and CHIP to 
specialty care compared to privately insured children.” These studies relied on survey 
information collected prior to many of the changes required under PPACA, which could 
have affected children's access to care in all markets. 


’^The QHPs for children transitioning out of CHIP must be certified by the Secretary of HHS as offering benefits and 
imposing cost-sharing for children in a manner that is at least comparable to the covered services and cost-sharing 
protections under the state's CHIP plan. 

r^See GAO, Children's Health Insurance: Information on Coverage of Services, Costs to Consumers, and Access to 
Care in CHIP and Other Sources of Insurance, GAO-14-40 (Washington, D.C,: Nov. 21, 2013). 

”See GAO, Medicaid and CHIP: Most Physicians Serve Covered Children but Have Difficulty Referring Them for 
Specialty Care, GAO-11-624 (Washington, D.C.; June 30, 2011), 
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January 8, 2015 


Dr. Anne L. Schwartz 
Executive Director 

Medicaid and CHIP Payment and Access Commission 
1 800 M Street, N. W., Suite 650 South 
Washingon, D.C. 20036 

Dear Dr. Schwartz: 

Thank you for appearing before the Subcommittee on Health on Wednesday, December 3, 2014, 
to testify at the hearing entitled “The Future of the Children’s Health Insurance Program.” 

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains 
open for ten business days to permit Members to submit additional questions for the record, which are 
attached. The format of your responses to these questions should be as follows: (1) the name of the 
Member whose question you are addressing, (2) the complete text of the question you are addressing in 
bold, and (3) your answer to that question in plain text. 

To facilitate the printing of the hearing record, please respond to these questions with a 
transmittal letter by the close of business on Thursday, January 22, 2015. Your responses should be 
mailed to Adrianna Simonelli, Legislative Clerk, Committee on Energy and Commerce, 2125 Rayburn 
House Office Building, Washingon, D.C. 205 1 5 and e-mailed in Word format to 
Adrianna.Simoneili@maiI.house.gov. 


Thank you again for your time and effort preparing and delivering testimony before the 
Subcommittee. 


Sincerely, 





Jpseph R. Pitts 
hairman 
Subcommittee on Health 


cc: The Honorable Frank Pallone, Jr., Ranking Member, Subcommittee on Health 
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January 21, 2015 

The Honorable Joseph R. Pitts 
Chairman, Subcommittee on Health 
Committee on Energy and Commerce 
United States House of Representatives 
2125 Rayburn House Office Building 
Washington, DC 20515 

The Honorable Frank Pallone, Jr. 

Ranking Member, Subcommittee on Health 
Committee on Energy and Commerce 
United States House of Representatives 
2223A Rayburn House Office Building 
Washington, DC 20515 

Dear Chairman Pitts and Ranking Member PaUone: 

Thank you for the opportunity to testify on behalf of the Medicaid and CHIP Payment and Access 
Commission (MACPAC) before the Energy and Commerce Committee’s Subcommittee on Health on 
Wednesday, December 3, 2014 regarding the future of the State Children’s Health Insurance Program. 

I am pleased to have the opportunity to respond to the additional questions for the record you forwarded 
to me. Please do not hesitate to contact me if you or your staff have additional questions, or if MACPAC 
staff can be of further assistance. 

Sincerely, 


Anne L. Schwartz, PhD 
Executive Director 


Enclosure 


1800 M Street NW, Suite 650 Soutli, Washii^ton, DC 20036 • Phone: (202) 350-2000 • Fax; (202) 273-2452 
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Questions for the Record from the Honorable Joseph R. Pitts 
Hearing on “The Future of the Children’s Health Insurance Program” 
December 3, 2014 
Anne L. Schwartz, PhD 

Medicaid and CHIP Payment and Access Commission 


Ql: What are the current estimates (CBO’s and/or MACPAC's estimates) regarding the coverage effects on 
current CHIP enroUees if Federal CHIP funding is or is not extended? Specifically, what proportion of CHIP 
enrollees are expected to obtain coverage from Medicaid, the exchange, or employer-sponsored insurance, 
and what proportion are expected to become uninsuied? 

Al: Under current law, states and territories will exhaust their last remaining federal funding for the State 
Children’s Health Insurance Program (CHIP) during fiscal year (FV’) 2016, which begins October 1, 2015. 
States will exhaust their remaining CHIP allotments at various points throughout FY 2016. 

The maintenance of effort (MOE), which was included in the Patient Protection and Affordable Care Act 
(ACA, P.L. 1 1 1-148, as amended), requires states to continue Medicaid and CHIP coverage at current 
eligibility levels for children at least through FY 2019. Because children enrolled in Medicaid-expansion CHIP 
are considered Medicaid-enrolled children who happen to be financed by CHIP (as long as such funds exist), 
the MOE applies re^dless of the availability of federal CHIP funds. Thus, those children’s Medicaid 
coverage must continue (at least through FY 2019), although at a federal matching rate lower than CHIP’S. 
Without federal CHIP funding, states with children in CHIP programs separate from Medicaid may terminate 
that coverage, 

For projections of the sources of coverage children would receive if separate CHIP coverage ended, 
MACPAC turned to the Urban Institute and its Health Insurance Policy Simulation Model-American 
Community Survey (HIPSM-ACS). A preliminary analysis for MACPAC projects that if federal funding for 
CHIP is exhausted in 2016, 1.1 nullion children who would have been enrolled in separate CHIP programs 
would become uninsured. This is nearly one-third of the 3.7 million children (age 0-18) who would need to 
find other sources of coverage if their separate CHIP coverage ends. The remaining two-thirds are projected 
to enroll in subsidized exchange coverage (1.4 million) or job-based insurance (1.2 million). 

The core data for this model are from the Census Bureau’s American Community Survey (ACS), which is an 
annual, state, and nationally representative survey of 3 million U.S. residents. National and state eligibility 
rules and out-of-pocket costs for Medicaid, CHIP, and exchange coverage were used to simulate eligibility 
and enrollment in these programs. The costs and eligibility for job-based coverage were also included. With 
this information, projections were produced as to who is eligible for coverage, how much would it cost, and 
who would enroll or be uninsured, based on various assumptions. 

There are a number of caveats that need to be considered in any such modeling effort. First, there is 
uncertainty in the model’s assumptions about the rate of participation in employer-sponsored and subsidized 
exchange coverage. Sensitivity analyses are underway to test how much various assumptions would affect the 
projected number of uninsured. Second, in forecasting to 2016, the analysis assumes that the economic 
picture and the structure of employer-sponsored coverage remains constant, which may not be the case. 
Third, income, insurance coverage, premiums, health status, and other factors reported by or projected for 
CHIP-eligible children are subject to measurement and reporting errors. 

Q2: Many of the members from both sides of the aisle at the December 3rd hearing, as well as health care 
providers and children's advocates, have praised CHIP as a program that is currently successful. Can you 
confirm that if Congress were to eliminate the 23 percent increase to the EFMAP in current law, CBO 
projects that extending CHIP for two years could save federal money/reduce the deficit? 
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A2 : In the spring of 2014, CBO estimated that MACPAC’s recommendation to extend CHIP by two 
additional years (to provide federal CHIP allotments for FY 2016 through 2017) would increase net federal 
spending by $0-5 biUion above the current law baseline. This recommendation assumed no changes in any 
other aspect of CHIP-funded coverage as it exists under current law, including the 23-percentage-point 
increase in the CHIP federal matching rate slated for FY 2016 through 2019. 

At the same time, the Commission received from CBO an estimate of how much net federal spending would 
change if CHIP were extended by two years without the 23-percentage-pomt increase. In that case, CBO 
projected that net federal spending would decrease — from $0-5 billion. 

CBO’s estimate reflects congressional budget rules that require the agency to assume in its current law 
spending baseline that federal CHIP funding continues beyond FY 2015 at $5.7 bilHon each year. 

03. As Congress moves to probably extend CHIP funding in some form, what offsets does the Commission 
recommend for our consideration? Will MACPAC commit to working to inform us on offsets for funding 
CHIP in a timely manner, similar to how McdPAC does for Medicare policies? 

A3 : IVIACPAC is committed to working with Congress to provide information on potential offsets and other 
financing considerations related to Medicaid and CHIP. With respect to the extension of CHIP funding, as 
noted in M.\CPAC's June 2014 Report to the Congress, the costs of extending CHIP would largely be offset 
by reductions in federal spending for Medicaid and subsidized exchange coverage - sources of federally 
subsidized coverage in which many children are assumed to enroll in if CHIP funding were to be exhausted 
under current law. 

In addition, congressional budget rules require CBO to assume in its baseline that federal CHIP funding 
continues beyond FY 2015. Based on these assumptions, the CBO estimated that a two-year extension of 
CHIP would increase net federal spending by $0-5 billion above the agency's current law baseline, This 
estimate assumes that the ACA's increase in the CHIP matching rate (23 percentage points) takes effect in FY 
2016. Federal costs would be lower if CHIP matching rates remained at their current levels. 

Q4. The bipartisan Rivlin-Domenici Debt Reduction Task Force - led by former Clinton White House OMB 
Director Alice RivUn and Republican Senator Pete Domenici - warned that "the present debt trajectory of the 
United States federal government cannot be sustained and poses grave dangers to the American economy." 
They noted lawmakers "must make difficult decisions to get our fiscal house in order," acknowledging that 
"any realistic solution must include structural reforms to entidements." Rivlin-Domenici noted that two of 
their operative principles were to (a) protect the truly disadvantaged to ensure a sustainable safety net while 
(b) making spending reductions and adopting policy reforms that focused benefits on those who need them 
most. When does MACPAC expect to recommend to Congress policies that will reduce Medicaid spending, 
while adhering to these sound principles? 

A4: Ma3CP..\C strongly supports the principles of ensuring a sustainable safety net and adopting policy 
reforms that focus benefits on those who need them most. Throughout its tenure, the Commission has 
worked to develop analyses that shed light on patterns of spending within Medicaid (for example, by 
eligibility group, type of service). Such analyses are critical to identifying both which enroUees are most 
vulnerable and where improvements could be made to ensure that the program operates efficientiy. 

An area where Congress can expect to hear more from the Commission in the coming months are analyses of 
state efforts to promote valued-based purchasing. In particular, we are interested in sharing what we have 
learned about the design and effectiveness of payment and delivery system changes that promote positive 
health outcomes while incentivizing more rational use of health services. In addition, we will be further 
developing our work focused on high-cost, high-need populations, such as users of long-term services and 
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supports and those with behavioral health needs. Our goal in this work is to identify how best to meet the 
needs of these vulnerable enroJlees in a manner that is consistent with goals of economy and efficiency. We 
have also been monitoring efforts by the Centers for Medicare & Medicaid Services (CMS) as it tests new 
approaches to program integrity. 

Across all of these programmatic areas, MACPAC has identified the lack of consistent, complete data as a 
barrier to promoting program accountability, value to the taxpayer, and access to appropriate health services 
for Medicaid enroUees, We will continue to h^hlight where data improvements will be critical to the goals of 
moderating program spending and serving those most in need. 

05. With all the outreach that has occurred under the current CHIP program and given the amount of 
federal dollars spent on outreach encouraging consumers to get enrolled in health coverage related to the 
health care law, what, if any, policy rationale is there for continued federal funding of CHIP performance 
bonuses? Do states already receive federal matching funds for outreach conducted? 

A5: As the Committee is aware, funding for performance bonuses for enrollment and outreach to eligible but 
uninsured children has expired. States may receive federal matching funds for most separate CHIP outreach 
expenses at the CHIP enhanced federal medical assistance percentage (FMAP) rate. Translation and 
interpretation services are eligible for a higher matching rate of 75 percent, or the 5 percentage points above 
the state’s CHIP enhanced matching rate, whichever is higher (see §2105(a)(l) of the Social Security Act). In 
addition, a total of $126 million in outreach grants were made available from FY 2009 through FY 2015 for 
outreach and enrollment grants for states, local governments, Indian tribes, and community organizations. 
These grants can fund outreach activities, but they cannot be used to provide coverage. 

In M-VCPAC’s November 17, 2014 comment letter on the U.S. Department of Health and Human Services 
reports on adult and children's health care quality reports to the Congress (available at 
www.macpac.gov/comment-letters), MACPAC noted that any decision to extend bonus payments would 
require significant des^ decisions. SpecificaUy, many eligibility simplifications incentivized by the 
performance bonus program are now statutory requirements under the ACA and the current formula for 
calculating performance bonus payment amounts rebes on pre-ACA eligibility standards (see 2103(a)(3)(F)(i) 
of the Social Security Act), 

06: The Affordable Care Act/Obamacare required states to use modified-adjusted gross income (MAGI) for 
CHIP eligibility. What, if any, income sources are excluded from the MAGI calculation as part of CHIP 
eligibility determination and what is the rationale for these exclusions? 

A6: Modified adjusted gross income (MAGI) is calculated on IRS Form 1040 plus any foreign earned income 
excluded from taxes, any tax-exempt interest, and any tax-exempt Social Security income. This measure was 
intended to align income-counting methodologies across Medicaid, CHIP, and subsidized exchange coverage. 
Thus, M/VGI has required some changes in how income is counted in Medicaid for certain eligibility 
pathways. There are some income sources previously counted that may no longer be factored into income 
determinations. These include example, veteran’s benefits, child support that a family receives, as well as any 
pre-tax contributions households may make toward expenses like childcare costs and flexible spending 
accounts. In addition, while self-employment income will still be counted, the tax code allows for various 
deductions, such as depreciation, that were not typically allowed in Medicaid prior to the ACA. 

Similarly, the move to A'lAGI has required changes in calculation of family size. For example, under MrVGI, 
stepparents are included as part of a child’s household and their income counts toward income eligibility for a 
child. Prior to the ACA, most states would disregard such income, as the stepparent is not legally responsible 
for the child. 
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07: States have told us that, as a result of the modified-adjusted gross income (MAGI) calculation's treatment 
of lump sum payments, lottery winners are ctirrently enrolled in Medicaid. In fact, in 2014, one state reported 
to us that roughly one in four of their lottery winners were enrolled m Medicaid or had a family member in 
Medicaid, This includes at least one individual who won more than |25 million. Since CHIP uses MAGI 
calculations as well, is it possible that CHIP is providii^ coverage for lottery winners? Please explain how 
lump sum payments such as lottery winnings are treated under the MAGI calculation? Does MACPAC 
believe it is appropriate for multi-million dollar lottery winners who may have bank accounts greater than 
some CEOs to receive Medicaid? 

A7: M/VGI requires the use of the latest income information and prohibits the use of asset tests. For CHIP 
eligibility purposes, a large amount of income (e.g., from lottery winnings, cashing out a 401 (k), sale of a 
home or vehicle, earnings) may count as income generally in the year in which it was realized and make a 
family ineligible that year. In years that follow, however, any remaining funds are treated as assets and 
generally do not count as income (unless they are bearing interest or other realized income). 

It should be note that asset tests were rarely used in separate CHIP programs prior to the implementation of 
IVIAGI. For example, in January 2013, only two states used asset tests in their separate CHIP programs — 
Missouri for $250,000 and Texas for $10,000.’ States that voluntarily eliminated their asset tests in CHIP did 
so for reasons such as: 

• the administrative burden and costs of asset tests on states; 

• relatively few families being determined ineligible because of asset tests; and 

• many eligible families being dissuaded from applying because of the administrative and application 
burden of asset tests.^ 

MAGI has made the elimination of asset tests in CHIP (and for some populations in Medicaid) a national 
standard and removes a potential barrier to enrollment. 

To address this particular situation, Congress could amend MAGI to account for lottery winnings that no 
longer count as income. Congress previously amended MAGI to allow counting of tax-exempt Social Security 
income count.^ The Commission expressed its support for congressional action in that case, noting that it was 
consistent with prior state practices and that it would avoid requiring states to calculate taxable versus tax- 
exempt Social Security income.'^ However, the Commission has not recommended the reintroduction of 
CHIP asset tests, which the vast majority of states had voluntarily eliminated prior to the implementation of 
MAGI. The Commission will continue consideration of these issues as part of its ongoing monitoring of the 
implementation of MAGI and the ACA. 

08: MACPAC has recommended creating a statutory option for states to implement 12-months continuous 
eligibility for children in CHIP. To what extent docs a 12-month continuous edibility option result in CHIP 


* Table 6, M. Heherlein et al, Gettinginto gear for 2014: Findings from a 50-state survey of eliffbility, enrollment, renewal, andcost- 
sharingpolides in Medicaid and CHIP, 201 2-201 3, Washington, 1X3: Kaiser Commission on Medicaid and the Uninsured, 
January 2013. http://w\vw.kff.org/medicaid/upload/8401.pdf. In Missouri, this so-called net-worth test applied to 
children above 150 percent of the federal poverty level (FPL). Texas’ asset test for separate CHIP children also applied 
only above 150 percent FPL. 

2 See, for example, V.K. Smith et al., Eliminating the Medicaid asset test for families: A review of state experiences, Washington, 
DC: Kaiser Commission on Medicaid and the Uninsured, April 2(X)l. 

http;//kaiserfamU.yfoundadon.files.wordpress.com/2CK)l/04/2239-eliminating-the-medicaid-asset-test.pdf. 

’ §401 of P.L. 112-56, enacted November 21, 2011. 

^ Medicaid and CHIP Payment and Access Commission (MACPAQ, letter to HHS Secretary Kathleen Sebelius 
regarding CMS-2349-P “Eligibility Changes Under the Affordable Care Act of 2010,” October 2011, 
http:/ /www.macpac.gov/ comment-letters/MACPAC_Comments-CMS_Eligibi]ity_Rule_Oct201 1 .pdf. 
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coverage for individuals from families with incomes above the CHIP eligibility thresholds? How does a 12- 
month continuous eligibility policy affect the required pi^miums and cost sharing for an enroUee? Could it 
result in an enroUee paying more or less than required based on their current income? 

A8: In its March 2013 report, MACPAC recommended that 12-month continuous eligibility be made 
statutorily available for children in CHIP, at state option, as is the case for children in Medicaid. At the time, 
33 states were using 12-month continuous eUgibility in their separate CHIP programs. However, because of 
the implementation of MAGI, it was unclear whether or not CMS would continue to permit 1 2-month 
continuous eligibility for children in CHIP. Since then, in May 2013, CMS clarified that states may continue 
offering 12-month continuous eUgibility as a state plan option for children in CHIP.^ 

In considering the merits of continuous eUgibility, it is important to note the frequent income fluctuations, 
potentially affecting Medicaid and CHIP eli^bility, that are typical in the low-income population. Historical 
research has shown that, depending on the state and the size of its program, between 11 and 67 percent of 
children who were enrolled in a separate CHIP program at any point during the year were also enrolled in 
Medicaid-fmanced coverage at some time during the same year.^ With the addition of subsidized exchange 
coverage and the requirement that intra-year income changes be reported in Medicaid and CHIP, churning 
between programs may be more prevalent than churning off of coverage altogether."^ 

The amount that famiUes pay depends upon the coverage source to which they chum. If they chum Medicaid, 
they may see a decline in out-of-pocket premiums and cost sharing relative to CHIP.® If they move to 
subsidized exchange coverage, they may see an increase in out-of-pocket payments. In CHIP, total out-of- 
pocket payments for premiums and cost sharing are limited to 5 percent of family income, although most 
states have lower limits. For out-of-pocket premiums alone, subsidized exchange coverage generaUy requires 
3 to 9.5 percent of family income in the typical CHIP income range. In no state are the cost-sharing 
protections for children in subsidized exchange coverage comparable to those of CHIP.^ 

MACPAC will be monitoring this issue as enrollment data become available for 2014. 

09: How does the current eligibility requirements of CHIP, Medicaid, and the Exchange coverage affect 
whether or not parents and children have the same health coverage? Please provide illustrative examples of 
situations where a family may have member with different coverage, such as a child in CHIP and parent with 
coverage on the exchange. 

A9 . Medicaid, CHIP, and exchanges have different income eligibility rules for coverage or available subsidies, 
which can affect whether parents and children have the same coverage. The ACA set the minimum Medicaid 
income eUgibility level for children at 138 percent of the federal poverty level (FPL), but many states provide 
Medicaid coverage to children in famiUes with higher incomes. Under the ACA, states may also choose to 


® Centers for Medicare & Medicaid Services (CMS), U.S. Department of Health and Human Services, letter from Cindy 
Mann to State Health Officials and State Medicaid Directors regarding “Facilitating Medicaid and CHIP enrollment and 
renewal in 2014,” May 17, 2013, http://www.medicaid.gov/Federal-PoIicy-Guidance/downloads/SHO-13-003.pdf. 

* J.L. Czajka, Movement of children between Medicaid and CHIP, 2005—2007, M*\X Medicaid policy brief no. 4. Princeton, NJ: 
Mathematica Policy Research, 2012, http://www.cms.gov/Research-Statistics-Data-and-Systems/Computer-Data-and- 
Systems/MedicaidDataSourcesGenInfo/Downloads/Medicaid_and_CHIP_Transitions.pdf. 

M2 CFR 435.916(c). 

® Even in a state with 12-month continuous eligibility, children would be moved from CHIP to Medicaid if a decline in 
income is reported during the year that would make them eligible for a more generous program or cost-sharing 
protections. In a state with continuous eligibility, it is not clear the extent to which families would continue to report 
such declines in income. 

^ A. Biy et al. Comparison of benefits and cost sharing in Cbildrm’s Health Insurance Proems to qualified health plans. Englewood, 
CO: Wakely Consulting Group. 2014, http://www-wakely.eom/wp-content/uploads/2014/07/FINAL-CHIP-vs-QHP- 
Cost-Sharmg-and-Benefits-Comparison-First-Focus-July-2014-.pdf. 
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:over eligible adults under age 65 in Medicaid with incomes at or below 138 percent FPL. As of January 16, 
2015, 28 states are expanding coverage to this adult population (NASHP 2015). 

[n addition, some parents are eligible for Medicaid through pathways other than the new adult group. Federal 
Medicaid rules in place prior to enactment of the ACA require states to cover parents with dependent 
children who would have been eligible for cash assismnce under program rules in place prior to 1996 (when 
cveifare reform was enacted), on average, 41 percent FPL (CMS 2015), States also may cover parents at 
higher income levels. Of the states not expanding Medicaid to the new adult group, 14 cover parents with 
income less than 50 percent FPL, 5 cover parents widi income between 50 and 100 percent FPL, and 4 cover 
parents with income greater than 100 percent FPL (Brooks et al 2015). 

CHIP was designed to provide health insurance to low-income uninsured children above 1997 Medicaid 
eligibility levels and has also been used to fund covej^ge of pre^ant women and other adults on a limited 
basis. While Medicaid programs are required by federal law to cover certain populations up to specified 
income levels, there is no mandatory income level up to which CHIP programs must extend coverage. Under 
the ACA, however, states must maintain their 2010 eligibility levels for children in both Medicaid and CHIP 
through FY 2019. States’ upper limits for children’s CHIP eligibility range from 175 percent to 405 percent 
FPL. It is worth noting, however, that 89 percent of the children enrolled in CHIP-financed coverage had 
bcomes at or below 200 percent FPL in 2013 and 97 percent were at or below 250 percent FPL 
(MACPAC 2014a). 

While there are no income limits on who can purchase coverage on exchanges, eligibility for subsidies is 
based on income. Premium tax credits may be available to those with incomes between 100 and 400 percent 
FPL and cost sharing reductions to those with incomes between 100 and 250 percent FPL, if they do not 
otherwise have access to affordable coverage. 

Depending on the state, family income, and age of children, family members could be enrolled in different 
coverage sources, For example, consider two families both with two children aged 10 months and 8 years, at 
two income levels: 135 percent FPL and 200 percent FPL. The chart below provides examples of how 
members of a family could have different sources of coverage. 


Sources of Coverage for Families at 135% of the Federal Poverty Level (FPL) and 200®/© FPL in Three 
States 



135% FPL 

200% FPL 


Family member 

Family member 


10 month 
old 

8 year old 

Parents 

10 month 
old 

8 year old 

Parents 

California 

Medicaid 

Medicaid 

Medicaid 

Medicaid 



Pennsylvania 

Medicaid 

Medicaid 

Exchange 

Medicaid 

CHIP 

Exchange 

New lersey 

Medicaid 

Medicaid 

Medicaid 

CHIP 

CHIP 

Exchange 


Note; Based on state Medicaid and CHIP eligibility levels as of January 2014 and state Medicaid expansion 
decisions as of January 2015. 


This includes five states (Arkansas, Iowa, Michigan, New Hampshire, and Pennsylvania) that are using an alternative 
to traditional expansion. 
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Questions for the Record from die Honorable Frank Pailone, Jr. 
Hearing on “The Future of the Children’s Health Insurance Program” 
December 3, 2014 
Anne L. Schwartz, PhD 

Medicaid and CHIP Payment and Access Commission 


Ol: Sometimes we hear people criticize Medicaid, and even CHIP, as being a “government run” program. 
While the federal government provides financial support and broad parameters, states have a lot of flexibility 
to design their programs. Do you agree? 

All Yes, states have broad flexibdity in many aspects of Medicaid and CHIP programs including benefit 
design, payment policy, delivery system design, and the extent to which they cover certain populations. 

States have more flexibility within CHIP than Medicaid to design their benefit packages and can model their 
benefits based on specific private insurance benchmarks, a package equivalent to one of those benchmarks, 
or Secretary-approved coverage. The most flexible of these options is Secretary-approved coverage, which is 
the most common approach. 

States also have the flexibility under CHIP to chaige premiums and cost sharing at levels generally not 
permitted by Medicaid (although limited in total to 5 percent of family income). In addition, states’ separate 
CHIP programs can rely on administrative structures and payment policies and rates that are distinct from 
those in Medicaid. 

States set eligibility levels for Medicaid and CHIP, subject to certain minimums and limitations. For example, 
Medicaid coverage must be available to children up to 1 38 percent FPL. There is no minimum eligtbihty level 
for CHIP. However, the MOE requires states to maintain their eligibility levels for children in Medicaid and 
CHIP through FY 2019. 

States also have broad flexibility in establishing their payment policies and delivery systems. For example, 
some states rely almost entirely on managed care plans, while others use state-administered fee-fot-service 
programs. For payments to plans and providers, states set their rates within broad federal parameters. As a 
result, payment levels and policies vary substantially across states. 

02: Isn’t it true that most of the coverage provided under both Medicaid and CHIP is provided through 
private insurance companies, either HMOs of some other arrangement? 

A2: The majority of children enrolled in Medicaid and CHIP are enrolled in some form of managed care, 
including through HMOs or other arrangements (primary care case management).” In fiscal year 2013, 44 
states enrolled at least some of the children with separate CHIP program coverage in some form of managed 
care. Among children enrolled in separate CHIP programs, 80.2 percent received care through a managed 
care plan, such as an HMO and 3.6 percent were enrolled in primary care case management (MACPAC 
2014a). In fiscal year 2011, 46 states enroUed at least some of the children enrolled in Medicaid in some form 
of managed care. Of these children, 63.3 percent are enroUed in comprehensive, risk-based managed care 
and 1 8.7 percent were enrolled in primary care case management (MACPAC June 2014b). 

03 : What Medicaid and CHIP do guarantee, however, is coverage that is child-appropriate. In Medicaid, and 
in CfllP programs provided through Medicaid, children are guaranteed the Early, Periodic, Screening, 


” Under primary care case management, primary care providers receive a monthly fee to manage patients’ care. 
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Detection, and Treatment (EPSDT) benefit. Could you disctiss what EPSDT provides that is critical for 
children? 

A3: The Early, Periodic, Screening, Diagnostic, and Treatment ^PSDT) benefit provides comprehensive and 
preventive health care services to all children under age 21 enrolled in Medicaid. States operating Medicaid- 
expansion CHIP programs must provide EPSDT to enroUees and although not required, 13 states operating 
separate CHIP programs also provide enrolled children EPSDT or EPSDT-like benefits (Cardwell et al. 

2014). 

Under EPSDT, states must screen children for and provide medically necessary services to treat physical, 
mental, vision, hearing, and dental problems or conditions. States must establish and adhere to a periodicity 
schedule based on professional guidelines that sets how often screenings for physical, mental, vision, hearing, 
and dental conditions occur. EPSDT requires that based on findings from the screening, states refer children 
in need of further evaluation and diagnosis to such services. 

If a child requires medically necessary treatment or services to maintain or improve their health condition, any 
such services that could be covered under Medicaid regardless of whether the services are covered in the 
state’s Medicaid state plan, must be covered. For example, services that children could receive through 
EPSDT include mental health and substance abuse services, personal care services (for example, assistance 
with performing activities of daily living, such as dressing, eating, and bathing), dental services, vision services 
(including eyeglasses) and hearing services (including hearing aids). 

04: In the responses from Governors that the Committee received to its July 2014 letter on the CHIP 
program, most governors expressed interest that Congress should act quickly to extend CHIP funding. I 
strongly agree that we need to act quickly. Please share some of the administrative and operational challenges 
that states would face if Congress were to delay acting on this issue? 

A4: Most states have fiscal years that begin on July 1 and most have begun their legislative sessions.^2 As 
such, they are already planning for the budget year that includes September 2015, when CHIP funding is set 
to expire, and will need to make assumptions about whether or not federal financing will continue, States that 
do not budget for ongoing CHIP funding may need to revisit their budget to allocate the state share of the 
program should federal financing be extended. States assuming ongoing federal spending may face a shortfall 
if funding is extended, but after their current allotment expires. If funding is ultimately not extended, states 
will face the administrative challenge of dissolving their separate CHIP programs or the fiscal challenge of 
maintaining their CHIP-financed Medicaid expansions at the lower Medicaid matching rate. 

There are at least four primary administrative and operational areas that states will need to consider: 

1. States will decide the level at which they will continue their existing separate CHIP coverage. States 
could maintain coverage for current enroUees and freeze any new enrollment, disenroU current CHIP 
children, or continue to operate an open program while possibly incurring the full cost of coverage. 
The extent to which they maintain their separate CHIP program wiU likely depend in part upon how 
much they have in carryover funding and how much they may be willing to spend in state-only funds. 

2. States will also need to notify families of the upcomif^ programmatic changes, allowing them to 
report any updates in family circumstances or additional information that may make their children 
eligible for Medicaid or exchange coverage. AdditionaUy, consumer assistance and education wiU also 
be needed so that families understand the changes occurring in CHIP. Should the program reopen 


National Conference of State Legislatures (NCSL). 2015. 2015 state legislative session calendar. 
http: / /www.ncsi.org/ research/ about-state-Iegislatures/ session-calendar-2Ql S.aspx . and NCSL. 2012. Quick reference 
fiscal table. hrtp://www.ncsl.or^/rcsc.arch/fiscal-policy/basic-information-about-whiQh3rates-have-ma)or-ta_.aspx . 
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after funding is extended^ states will need to conduct further outreach and education, with the 
understanding that freezes in enroliraent often affect future program participation.’^ 

3. Eligibility and enrollment systems (including the exchan^s) will need to be updated to reflect new 
income thresholds and whether or not CHIP is open for enrollment. If a waiting list is established, a 
system will also need to be developed to ti^k and possibly enroll applicants. States have established 
procedures for coordinating between the various health insurance affordability programs and 
children found eligible will need to be enrolled in a qualified health plan that has been certified as 
comparable to CHIP by the Secretary, a certification that needs to be completed by April 1, 2015. 

4. CHIP is primarily operated through mana^d care organizations and state contracts with plans may 
include provisions regarding operations in the case of a funding lapse. This may require certain notice 
requirements and ongoing coverage throu^ a period of time, which may come at the expense of the 
state. If the CHIP program is ceasing operations, states will need to work with plans to termmate the 
contract. 

CMS has not released any details on the certification of comparability nor any guidance for states (beyond 
what is in statute) on the transition from CHIP to Medicaid or exchange coverage should funding cease. 
Additionally, there is Uttle precedent for what the agency might require as states end their CHIP programs or 
state experience to serve as a guide, since Arizona is the only state to effectively end its CHIP program and it 
operated under a waiver. 

05: The Affordable Care Act took many steps to simplify how CHIP and Medicaid are administered, to 
ensure greater coverage of children-one of these steps was to create a uniform income eligibility standard for 
siblings within families. Prior to this, because of differences in income eligibility limits based on a^, there 
were families with children who would no ion^r be eligible for Medicaid when they turned six, even as their 
younger siblings remained on Medicaid. The ACA effectively moved some children from CHIP to Medicaid 
coverage. Some of my colleagues across the aisle talk about this like it's a bad thing, and that "millions" of 
children have been affected. 

a. Can you give us an estimate of how many children have been affected by this "stairstep" provision? 

b. Can you also discuss the benefits of the stairstep provision for children and for States? 

A5: Section 2001(a)(5)(B) of the ACA increased the minimum eligibility threshold for children ages 6-18 from 
100 percent FPL to 133 percent FPL. As a result, states covering older children up to 1 33 percent FPL in 
separate CHIP programs needed to transfer these children to Medicaid as of January 1, 2014. CMS gave a 
number of states permission to implement an alternative approach, such as coordinating the transition with 
regularly scheduled renewals. 

At the time of the ACA’s enactment, 21 states were affected by this provision. Two states, New York and 
Colorado, implemented an early transition of children from CHIP to Medicaid, while New Hampshire and 
California decided to move all their children in their separate CHIP programs to Medicaid. Although CMS 
has not published any data on the number of children transitioning, available estimates suggest that more than 
540,000 children enrolled in the 17 remaining separate CHIP programs would move to Medicaid. 


Cohen Ross, D. and L. Cox. 2003. Out in the cold; Enrollment freezes in six State Children’s Health Insurance 
Programs vrithhold coverage from eligible children. Washington, DC: Kaiser Commission on Medicaid and the 
Uninsured. http://kaiserfamilyfoundation.files.wordpress.com/2013/Ql/out-m-the-cold-enrollment-fi-eezes-in-six-state- 
cliiidren-s-health-insurance-programs-withhold-coverage-from-eiigible-children.pdf . 

i'* Prater, W. and J. Alker. 2013. Aligning eligibility for children: Moving the stairstep kids to Medicaid. Washington, DC: 
Kaiser Commission on Medicaid and the Uninsured. 

https://kaiserfamtlyfQundation.fiIes.wordpress.eom/20i3/08/8470-aligning-eligibility-for-childrc.n.pdf . 
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This shift in coverage allows children in families to remain enrolled in the same program regardless of their 
age. Additionally, as these children are now Medicaid enroUces, they are provided the same benefits, cost 
sharing, and other protections as other children covered through Medicaid. For example: 

• Stairstep children will have access to the fidl Medicaid benefit packaged, including the EPSDT 
benefit. 

• Because states may not char^ premiums and cost sharing to children covered through the 
mandatory Medicaid ehgibility pathways (which now includes the stair-step children), children 
transitioning will not be charged for their coverage or care. 

• Waiting periods are not permitted in Medicaid without a waiver, so children with income between 
too and 133 percent FPL who are newly eligible for Medicaid coverage will no longer have to wait to 
enroll. 

• Since Medicaid is an entitlement, states cannot cap or frec 2 e enrollment and any child who is found 
ehgibie must be enrolled. 

There may also be disadvantages to moving from separate CHIP into Medicaid. For example, there are 
anecdotal concerns that children fare better in CHIP in terms of access to care. For states, the transition 
clearly required additional administrative efforts such as identifying affected children, transitioning them to a 
new source of coverage, and providing famihes with timely notice of the change. However, once this transfer 
has occurred, states may see the administrative burden lessen, as they are no longer moving children from 
Medicaid to CHIP when a child turns six. Additionally, states will continue to receive the higher CHIP 
matching rate for coverage of children who moved from CHIP to Medicaid as a result of this provision.^^ 

06: When Congress passed the Affordable Care Act, it included a provision called the Maintenance of Effort 
that requited states to maintain coverage levels for children in Medicaid through 2019. The intent of this 
provision was to ensure that millions of low to moderate income children currently covered under Medicaid 
did not find themselves suddenly uninsured or undcrinsured as new coverage options were coming available. 
While I am sure a very small handful of states, if given the opportunity would simply drop coverage and hope 
children found their way to Marketplace coverage, most states appreciate the value of Medicaid and CHIP for 
children and would not take such a step. In the CHIP arena, however, I have heard some complaints that it is 
unfair that States that operate separate CHIP programs could simply drop children’s coverage if CHIP 
funding is not continued, while for States that have chosen to administer CHIP via their Medicaid program, 
they will have to continue to cover these children. However, while some states may not like that maintenance 
of effort requirement, some states have deliberately chosen the Medicaid-CHIP expansion route because the 
state is guaranteed continued federal support for covering these children even if CHIP money runs out. Isn’t 
that correct? 

A6: Years ago, states faced several trade-offs when designing their CHIP programs. By using a separate CHIP 
program, states could implement waiting lists and enrollment caps, with flexibility to charge premiums and 
cost sharing and offer benefits less generous than required in Medicaid. However, if federal CHIP funding 
were exhausted, there would be no fallback for federal funding of separate CHIP programs. 

On the other hand, states that chose Medicaid-expansion CHIP programs often found implementation easier. 
These states draw down enhanced federal CHIP matching funds for children enrolled through a simple 
Medicaid expansion. In addition, if federal CHIP funding were ever exhausted, these states would have 
federal Medicaid funds to fall back on, although requiring a 43 percent higher state share than CHIP. 


Centers for Medicare & Medicaid Services (CMJ^, U.S. Department of Health and Human Services. 2013. CMS 
answers to frequendy asked questions: Telephonic applications, Medicaid and CHIP eligibility policy and 75/25 federal 
matching rate. August 9. http://www.medicaidgov/federal-policy-guidance/dov.TtlQads/faqrQ8-09-2013.pdf . 
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While states’ ability to revert to Medicaid funding may have been a consideration when deciding how to 
implement their CHIP programs, they may have chosen differently if they had known that CHIP flmding 
would end and that the MOE would require them to maintain their Medicaid-expansion coverage beyond the 
exhaustion of federal CHIP funding. As you note, however, it is not clear how these states would respond in 
the absence of both the MOE and federal CHIP fundii^. 

07: Can you please provide more details on the purpose of the Maintenance of Effort and how it will help to 
keep low-income children insured, which I believe is a goal that we all have on both sides of the aisle? 

A7: For children, the MOE requires state Medicaid and CHIP programs to have, until October 1, 2019, 
eligibility standards, methodologies, and procedures in place that ace no more restrictive than those in place at 
the enactment of the ACA (March 23, 2010).*^ In short, states must continue to cover children with no more 
restrictions than they did before. However, this MOE does not obligate states to continue funding separate 
CHIP programs if federal CHIP funding is exhausted; a state may limit separate CHIP enrollment based on 
available federal CHIP funding. 

While the exhaustion of federal CHIP funds under current law will result in children now covered by separate 
CHIP programs having to find other coverage or become uninsured, the MOE will ensure that those covered 
under the Medicaid expansion approach remain covered through at least FY 2019. 

08: In fact, if we are worried about states with M-CHIP programs having to maintain their coverage while 
states with separate state programs can cut if CHIP funding does not get extended, shouldn't we just extend 
CHIP funding to ensure states have adequate fiscal support and that children won't lose coverage? 

A8: As long as MOE is in effect, the continuation of federal CHIP funding treats separate CHIP states and 
Medicaid-expansion states equitably and ensures that CHIP enrolled children do not become uninsured. 

Q9: Please expand on MACPACs underlying intentions of their CHIP recommendations. Does MACPAC 
still recommend that Congress act on these previously recommended program improvements, or does the 
Commission now recommend that Congress simply fund CHIP for two more years? 

A9: In its March 2014 report, MACPAC made two recommendations to Congress that would have an 
immediate effect on children’s coverage through CHIP: (1) eliminate CHIP waiting periods, and (2) exempt 
families below 150 percent FPL from CHIP premiums. 

In its June 2014 report, hLACPAC followed up with a recommendation regarding the future of CHIP, 
recommending that federal CHIP funding be extended by an additional two yeatvS. This recommendation did 
not eliminate the need to make the program improvements called for in MACPAC’s Match 2014 report. On 
the contrary, the continuation of CHIP makes it even more important for Congress to eliminate CHIP 
waiting periods and premiums for families below 150 percent FPL, 

The Commission cited four primary reasons to eliminate CHIP waiting periods. First, eliminating CHIP 
waiting periods will reduce uninsurance and improve the stability of coverage. Waiting periods cause children 
to move between 90 days or less of enrollment in exchange coverage, or uninsurance, before being eligible for 
CHIP. Second, eliminating CHIP waiting periods will reduce administrative burden and complexity for 
families, states, health plans, and providers as children move from short-term exchange coverage to CHIP. 
Because most of the states with CHIP waiting periods rely on the federally facilitated exchange, which is 
generally not able to do CHIP determinations where waiting periods exist, CHIP waiting periods are a barrier 
to streamlined, coordinated eligibility determinations. Third, although CHIP waiting periods were instituted 


§§1902(^ and 2105(d)(3) of the Social Security Act 
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to deter crowd-out of private coverage, the limited research on CHIP waiting periods has reached 
contradictory conclusions, primarily driven by the different sources of data used by the researchers. Fourth, 
eliminating CHIP waiting periods is consistent with the goal of having more simplified and coordinated 
policies across various programs. Since neither exchanges nor Medicaid require waiting periods, eliminating 
CHIP waiting periods would make CHIP consistent with exchanges and Medicaid in this regard. In the past 
few years, most states have eliminated their CHIP waiting periods. 

MACPAC called for the elimination of CHIP premiums below 150 percent FPL to prevent uninsurance and 
to align premium policies of separate CHIP programs with Medicaid. Above 150 percent FPL, premiums can 
be effective at preventing crowd-out with little increase in uninsurance, depending on the amount of the 
premiums; below 150 percent FPL, however, even small premiums can lead to significant increases in 
uninsurance among children.” Only a handful of states continue to charge CHIP premiums below 150 
percent FPL. The CHIP premiums charged in this income tange, generally less than ilO per month, are so 
small that they would not represent a significant revenue loss to states if they were eliminated — especially as 
this also removes states’ burden in collecting and administering these premiums. This recommendation did 
not call for any change to CHIP’S premium policies for families above 150 percent FPL, the income range for 
the vast majority of CHIP enrollees subject to premiums. 

OlO: What ate the key elements we should consider to determine whether CHIP is no longer necessary and 
children can be moved to other forms of equally comprehensive and affordable coverage? 

A 10: AL5CPAC called for federal CHIP funding to be extended by two additional years to allow time to make 
changes in public policy needed to ensure adequate and affordable coverage for low-income children, 
equitable treatment of states, appropriate use of public dollars when private doUats may be available (for 
example, through employer-sponsored coverage), and smooth transitions across sources of coverage. The 
Commission is at work on developing and analyzing policy options to address concerns about adequacy and 
affordability of children’s coverage. 

Oil: Can you discuss issues that still need to be resolved with regard to network adequacy and access to 
pediatric services in Qualified Health Plans? 

All : There is an often-stated assumption that CHIP networks ate better for children than those in exchange 
plans because CHIP is designed for children. There is little available evidence, however, to support this 
assumption. As such MACPAC has been exploring what policies might be needed to ensure that children 
who might move from CHIP to the exchanges have access to appropriate care. This is a complex issue 
requiring consideration of the effects of market conditions on issuers’ ability to create networks, how to 
ensure appropriate access to specialty care, measures of network adequacy, network transparency, and how 
plans and payers balance access, quality, and cost in network design. 

Market conditions can affect plans’ ability to create networks. It may be difficult to contract with providers 
that ate members of a relatively rate subspecialty or are the only facility of their type for a region, such as 
children’s hospitals. These providers can sometimes demand higher rates than plans are willing or able to pay. 
It can be challenging to connect children to needed specialty care. There are gaps in the supply of certain 
specialists at a population level, as well as gaps in certain geographic areas. Even if sufficient specialists exist, 
some may not wish to contract with plans, regardless of payer. The network adequacy challenges in dental 
care mirror those in medical cate, including provider participation, network transparency, and affordability. 


” S. Abdus et aL, "Children’s Health Insurance Program premiums adversely affect enrollment, especially among lower- 
income children,” Htallh Affairs 33(8): 1353-1360, August 2014. J.B. Herndon ct al., “The effect of premium changes on 
SCHIP enrollment duration,” Health Serviees lirsearsh 43(2): 458-^77, 2008. 
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Measuring network adequacy can be challenging because networks change frequently. In addition, those that 
are adequate for the majority of patients may not be adequate for those with special needs. While plans can be 
required to negotiate special arrangements in such circumstances, if the burden of arranging this care falls on 
families, it could present a major barrier to access. Network transparency is also important to consumers. 
While directories are currently the only source of provider participation information for consumers, they are 
not always accurate nor sufficiendy detailed. A beneficiary may need to see a subspecialist with experience 
treating a specific condition, and that expertise is not likely to be reflected in directories. 

Network design must balance two key factors: which providers are needed to ensure access for the insured 
population, and which providers are available and willing to serve enroDees. These factors affect a health 
plan’s ability to create a network at a cost that is acceptable to both the plan and the providers. A plan’s 
leverage to negotiate lower payment rates can be limited by low provider density (for example, in rural areas), 
low supply (for example, of children’s hospitals and many pediatric specialists), or extensive regionalization of 
specific services (for example, children’s hospitals). Narrow network designs also give issuers the opportunity 
to offer plans that include providers who meet specific access and quality benchmarks, although this does not 
currentiy seem to be a widespread practice (Corlette et ai 2014a, 2014b, Howard 2014). 
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